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Fifty Years of Accountancy 


By Rosert H. 


I feel very strongly that no one 
will be interested in this collection 
of rambling reminiscences unless the 
reader has known me well enough to 
understand my motive in writing it. 
It started as a circumstantial ac- 
count of more or less important hap- 
penings in public accounting during 
the past fifty years. 

I feel like writing about many 
things which I feel must be wrong 
but I can’t change my convictions in 
the absence of what lawyers call 
competent evidence. For instance, 
I think the world would be vastly 
better off without a drop of alcohol, 
any kind of gambling, or a single 
airplane. Alcohol does more harm 
than good. Gambling never did 
anyone any good. Airplanes make 
the air unsafe and hideously noisy. 
When I studied law it was settled 
for all time that when you owned 
land, you controlled it from the mid- 
dle of the earth to the sky. You 
could select a quiet spot and live 
there. Now you select a quiet spot 
and without your consent it is made 
somewhat noisier than a boiler shop. 

Gambling helps the accounting 
profession enormously, as it is 
responsible for tens of thousands of 
defalcations, but that is not a good 
argument for its existence. I have 
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gambled, more or less, for fifty 
years ; neither is that anything in its 
favor. 

Airplanes are responsible for 
much of the world’s unrest and un- 
happiness. In my youth war was 
looked upon as an evil, but it was 
understood to be soldiers fighting 
soldiers ; we never imagined that so- 
called civilized nations would mur- 
der women and children in prefer- 
ence to attacks on armed forces. 
With the new bombing planes the 
United States is developing, this na- 
tion may be able soon to join the 
ranks of murder nations. What rot 
to talk about advances in civilization 
and reduction in navies, when we 
make no move to minimize the bomb- 
ers which are designed to murder 
civilians. 

I have written so many technical 
and impersonal books that I crave a 
change. I propose to be just as per- 
sonal as I like in writing this time. 
An entire book could be written on 
the subject of the personal element 
in business and finance. In the 
minds of legislators, particularly in 
Washington, business is conducted 
by cold-blooded schemers, ruthless in 
action and unmoral in thought. In 
fifty years of personal contact with 
every class from workmen and office 
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boys to captains of industry, I have 
found the contrary to be true. 

In my own case my friends have 
assumed that I could do certain jobs 
well without knowing that I could. 
Usually it was nothing more than a 
hope based on real friendliness. 

In 1902 when I opened our New 
York office, I met Ray Owen, whose 
accounts I audited. He did not 
know that I was a good auditor. 
But because he liked me he told 
everyone he met that I was the best 
auditor in the United States. Some 
believed him, among them many of 
our present clients. 

In 1904 I met Arthur Lowes 
Dickinson, of Price, Waterhouse & 
Co. He was so genuinely friendly 
that I sought his advice without hesi- 
tation. I am sure I would not have 
written my book on Auditing if it 
had not been for his kindly advice 
and what amounted to a guarantee 
to Mr. Dicksee that I was competent 
to rewrite his book. Thus it had a 
tremendous influence on all I have 
written since. 

In 1915 I met Howard P. Ingels, 
who was handling a munition con- 
tract. He was a good salesman but 
knew nothing about auditing or ac- 
counting. One Sunday morning in 
January, 1918 (it was one of the 
New York City no-heat Sundays), 
I read in the New York Times that 
I had been appointed chief of the 
section on organization and methods 
in the reorganized army. Howard 
Ingels had told the new Chief of 


Staff that I was the man for the job 
and the chief believed him. 

In 1921 I received a telephone call 
from Albert Lasker in Washington. 
He was one of those whom Ray 
Owen had told that I was a good ac- 
countant. Lasker had been made 
Chairman of the Shipping Board by 
President Harding. The Board had 
spent 21% billions of dollars and no 
one seemed to know where it had 
gone or how much was left. Lasker 
asked me when I would be in Wash- 
ington. I suspected what he wanted 
and so I said, “Not soon.” He then 
said that the accounts of the Ship- 
ping Board were the greatest mess 
in the history of the world and that 
I should be proud to have a chance 
to straighten them out! I was very 
reluctant to tackle the job, but to 
make a long story short I went to 
Washington. 

In January 1931 I was at home in 
Mountain Lake, Florida, when the 
telephone rang. It was Secretary 
of War Hurley in Washington. He 
said, “Congress has appointed a War 
Policies Commission, and Barney 
Baruch says you are the best man in 
the U. S. to direct it. Will you come 
to Washington today.” Bernard 
Baruch is another friend who be- 
lieves what people tell him. (Inci- 
dentally his friends call him 
“Bernie.” Secretary Hurley and ac- 
quaintances call him “Barney.’”) I 
argued fora while. I had never met 
the Secretary but in a minute or two 
he started calling me “Bob.” I went 
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to Washington that day and started 
calling him Pat. 

In 1934 I was on a railroad train 
on my way to Florida when I re- 
ceived a telegram from Gen. Hugh 
Johnson, Administrator of the Na- 
tional Industrial Recovery Adminis- 
tration, asking me to go to Wash- 
ington and take charge of research 
and certain other important activi- 
ties which he said had gone “hay- 
wire.” I was quite sure it was a 
job I was not fitted for but Hugh 
thought otherwise. 

The foregoing illustrates my 
point that the personal element in 
our lives is more of a controlling 
factor than any other element. The 
chance meeting with someone, 
deemed to be of no importance at 
the time, frequently changes one’s 
entire life and fortune. 

I write freely of what I have been 
able to accomplish because I preface 
my history, in language as strong as 
I know how to use it, with acknowl- 
edgments, sincere and profound, to 
the many friends who have taken a 
chance and said a good word for me 
at the right moment, and to the cher- 
ished associates, who have not only 
said the good words but who have 
contributed more substantial assist- 
ance in bringing to a successful con- 
clusion some of the jobs I have 
started and would not have been able 
to finish without such help. 

It has been said, occasionally in 
my presence, oftener when I am not 
around and as often in print, that no 
man can possibly practice success- 


fully as a good lawyer and a good 
accountant at the same time. Per- 
haps not, but I shall not admit that I 
have ever let any one of my clients 
down. And my associates would be 
the last persons in the world to per- 
mit anyone to say that I have not 
been in active practice during the 
past twenty years. 

Nevertheless, practicing two pro- 
fessions at the same time is not ad- 
visable. I often advise good ac- 
countancy students to add law 
courses to their other studies if they 
can spare the time and the energy. 
I think every public accountant 
would be better equipped to practice 
accountancy if he were to study law 
fora while. But I never had to take 
a C.P.A. examination, which meant 
that the years of preparation I put 
in for bar examinations were not 
broken into. And, believe me, the 
C.P.A. examinations are tough. I 
think they are fully as difficult as 
the bar examinations. 

All of the foregoing can be 
summed up in these terse words: 
The author makes no claim to merit, 
intelligence, or skill. He has jotted 
down some observations on life, 
most of which may be inaccurate. 
But they are founded on personal 
experiences and some may be accu- 
rate. 

Before passing to fifty years in 
public accounting, I will shorten the 
history of my first sixteen years to 
two paragraphs. 

I took my first job at fourteen be- 
cause my father, a Methodist 
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preacher, was ill, and we had very 
little money. So my sisters and I 
had to go to work to help support 
our family. I lost my first job be- 
cause I was playfully poking wads 
of paper down the back of a girl 
cashier. I was summarily dismissed 
when one of the partners saw it. 

I put in an uninteresting year at 
another job. But I was more care- 
ful in my conduct. 





Preparation 


On February 4, 1889 I entered the 
office of a public accountant in 
Philadelphia as an office boy. I was 
16 years old and two years of previ- 
ous employment had not fitted me to 
help out much in the professional 
work of the office. 

I took the job because William 
Lybrand, an intimate friend, was 
there as a full-fledged accountant. 
He went off on long trips in all direc- 
tions. I knew nothing about the 
work he did but the prospect of going 
to far-away cities made me anxious 
to follow in his footsteps. 

My employer in 1889 was John 
Heins, then President of the Ameri- 
can Association of Public Account- 
ants. As office boy, I would have 
gained an insight into all the secrets 
of the national organization if there 
had been any secrets. The activities 
were few. Often I sent a telegram 
that there would be no quorum, 
hence no meeting. 

For a year or two I went with 
Mr. Heins to clients’ offices when- 


—_— 


ever there were any papers to be 
carried. It was highly valuable 
training for me. I heard discus. 
sions of accounting shortcomings 
and of earnings and losses and de. 
tails of many different lines of busi- 
ness. 

In the office at that time were Wil- 
liam Lybrand, Edward and Adam 
Ross. All three were so thoroughly 
generous and helpful to me that | 
simply couldn’t do anything else 
than try to keep up with the work 
of the office. Working with them 
as seniors gave me the best kind of 
experience. They were not as 
meticulous as Mr. Heins, but they 
were quite as intolerant of sloppy 
work. 

The L. R. B. & M. JourNaAt for 
February 1921 reproduces a letter 
from the President of a bank, dated 
November 3, 1892, which ends: 


I was pleased with the examination 
made by Messrs. Ross, Jr. and Mont- 
gomery, and the manner in which it was 
done and finished, which was quite com- 
plete. 


The letter referred to “the account- 
ants Messrs. Ross, Jr. and Mont- 
gomery”’ so that I had by that time 
been recognized as an accountant. 
Accountancy fifty years ago was 
in what we like to call its infancy. 
I have written at some length re- 
garding the situation of the profes- 
sion in 1889.* From 1889 to 1898 


* Presidential address, “What Have We © 
Done and How?”, American Institute of © 
Accountants Annual Meeting, 1937 (The 
Journal of Accountancy, November, 
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I worked hard, studied hard, and 
traveled many thousands of miles. 

Within a reasonable time I ad- 
vanced from office boy to subjunior. 
Sad to relate much of our time in 
those days was consumed in endless 
checking of postings from one book 
toanother. Much of it was unneces- 
sary but we took it very seriously. 
Many times we spent days in check- 
ing and double checking to discover 
an error of a few cents in a trial 
balance. 

But on the whole the early ac- 
counting work was interesting. We 
visited breweries, churches, and 
everything in between. We were 
not specialists. We covered every 
phase of commercial, financial, pro- 
fessional, philanthropic, public serv- 
ice, and all other branches of human 
endeavor in which accounts are kept. 

I was fortunate in starting my ac- 
counting career in an office in which 
discipline was as rigidly enforced as 
inthearmy. William Lybrand, who 
knew Mr. Heins before I did, has 
described him as follows: 


Mr. Heins was a man of sturdy build, 
great activity, and intense nervous 
energy. He was a strict disciplinarian. 
When he was in the office every one 
knew it—there was no need to post a 
notice to that effect. He was “peppery” 
—red pepper—and woe betide the luck- 
less individual who submitted to him a 
slovenly executed or incorrect piece of 
work. The vials of wrath would be 
broken on his devoted head in such copi- 
ous streams that the poor culprit, in 
dread of a recurrence of the “spasm,” 
would make superhuman efforts to do his 
work in such a manner that it might pass 


muster with the “chief.” It was a hard 
school, but the effect of the lessons was 
salutary, and in it the pupils either de- 
veloped rapidly or were “fired” forth- 
with. In this respect probably we all had 
narrower escapes at one time or another 
than we realized. 

There was a veritable procession of 
office boys—the terms of service of many 
of them soon coming to an untimely end. 
“Theirs not to make reply, theirs not to 
reason why, theirs but to do and die.”— 
and if they did not “do” they certainly 
“died” as far as that office was concerned 
—and the obsequies were not prolonged 
at that. 


Part of my job was to make press 
copies of pretty much everything 
that went out of the office. Carbon 
copies were looked upon with dis- 
trust. Boys, it was some tough job! 
You had to use enough dampness to 
make your copy but not enough to 
blur the copy. I got hell when I 
spoiled one of the chief’s master- 
pieces. Notwithstanding his pas- 
sion for order and accuracy, he stood 
out as one of two or three leaders in 
the new profession. It wasn’t yet 
called a profession. 

Mr. Heins insisted that I go to 
night school and study bookkeeping. 
I started in at once but I am not sure 
I learned much. During the day I 
was receiving the best kind of ac- 
counting knowledge. 

In the old days many financial 
statements, large and small, had the 
symbol E. & O. E. in the lower left- 
hand corner. It meant “Errors and 
omissions excepted.” So many of 
these statements were erroneous that 
it gave rise to one of the favorite 
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jokes of Mr. Heins : “The real mean- 
ing is Errors and Omissions Ex- 
pected.” 

In the early days we frequently 
verified all of the transactions in the 
books, wrote “Audited and found 
correct,” and did not make a single 
constructive suggestion. Today it 
is the rule of our office that the only 
excuse for not making such sugges- 
tions is serious illness. 

I think my own development arose 
chiefly from my trying to think of 
things which should be in books of 
account and are not there, of the 
unusual as well as the usual trans- 
actions of a business. I had had so 
much training in routine checking 
of footings and postings without 
finding errors sufficient to pay for 
our time, that I forced myself out 
of the routine into an exhaustive 
personal questionnaire; “Could so 
and so happen in this business ?”’ was 
the general tenor. 

I think our progress can be de- 
scribed as follows: Fifty years ago 
when we started an audit we were 
handed what were known as all of 
the books of account—the ledgers, 
journals, cash, purchase and sales 
books, together with cancelled 
(paid) checks and paid bills. When 
we had verified all the entries and 
vouched all the payments, we were 
pretty much through with the job. 
Then we commenced to analyze the 
trial balance and ask to look at ship- 
ment books and cash sales records 
and other evidences of transactions 
which might not have found their 


way into the books with which we 
were supposed to be content. Many 
a time I was refused access to sub- 
sidiary records. But we kept insist- 
ing because we found many defalca- 
tions we were not supposed to find, 
and which would not have been dis- 
covered by any checking of the 
formal books of account. 

We were not supposed to know 
anything about inventories, and to 
this day we don’t know much. But 
we certainly do know something and 
we should use all of our knowledge 
in every audit. I recall the first time 
it occurred to me to ask to see the 
insurance policies covering the stock 
in process and on hand. I might as 
well have thrown a bomb. I had an 
invariable rule in such cases. If 
there was any obvious reluctance to 
show me what I wanted to see, I 
would keep on asking, or else. 

Another innovation later on was 
our insistence on reading the minutes 
of boards of directors and executive 
committees. In some cases we were 
refused access. Up to a few years 
ago, one very large corporation 
would not permit its auditors to read 
the corporate minutes. The mere 
fact that officers hesitated to grant 
the permission was a cause for sus- 
picion. In one of my earliest cases 
in which I had to insist, I found that 
the president had agreed to accept 
payment of his salary in stock of the 
company at par. The stock was 
worth, and was selling at, less than 
par. It made quite a difference to 
the stockholders, whom auditors are 
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expected to protect. After a few 
such cases we had reason to con- 
gratulate ourselves that we had made 
inspection of minute books part of 
our regular audit procedure. 

In the nineties we spent too much 
time on the routine checking of book 
entries. In some audits and not only 
small ones, we verified every footing 
and every posting. Years later, 
after we knew better, a British 
friend of mine said he still followed 
the same procedure and would not 
say that he had made a complete 
audit unless he checked every item 
in the books. 

One reason we did so much detail 
work was that in many cases our 
instructions included all necessary 
work to bring the books into exact 
balance. Frequently books had been 
out of balance for months or years, 
and the finding of the errors was a 
terrific task. In the verification of 
postings one calls an amount from a 
ledger to another who compares it 
with an entry in a book of original 
entry. The function was referred 
to by those who did not like it as 
“holler and tick.” One hollered the 
amount and the other ticked it off. 
The ticker often became sleepy and 
maybe an error was not discovered, 
which meant that the work had to be 
done over again. 

It became apparent to most of us 
that when books were in balance, the 
integrity of the records could be de- 
termined by comprehensive tests as 
well as by complete verification. 
Time and experience have com- 


pletely proved the adequacy of the 
test method. It gave us more time 
and opportunity to inspect collateral 
records and inquire into transactions 
which should have been in the books 
but were not. 

It was not an easy task to persuade 
our clients that we should have a 
free hand to inquire into anything 
we believed we should see or know 
about. It would seem to be obvious 
that an auditor is of little value to 
his client if he is restricted in the 
scope of his examination. 

I think that, while we are just as 
anxious to meet the wishes of our 
clients today as we were fifty years 
ago, our clients are more reasonable 
now than they were then. 

The Provident Life & Trust Co. 
of Philadelphia, a very fine old 
Quaker institution, had for many 
years published its annual financial 
statement in the morning news- 
papers on January 1. It meant that 
during the latter part of December 
much preparatory work was done. 
In 1905 we were asked to certify to 
the statement provided it appeared 
as usual on January 1. It didn’t 
seem possible to do it at all and the 
burden of certifying seemed more 
impossible. But we tackled it. The 
statement appeared with our certifi- 
cate. We had verified every item. 
The newspapers were furnished in 
advance with the captions of the 
asset and liability accounts, so that 
they could have it set up ready for 
the figures. 
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TRAVELING 


The travel urge which made public 
accounting a desirable goal to me, 
was more than satisfied. As soon as 
I was deemed to be qualified to 
verify footings and assist in verify- 
ing postings, I was sent out as a 
junior. For ten or twelve years I 
was out of town about half the 
time. I spent nearly six months in 
Tacoma, Washington, in one year. 
In my early days the railroad accom- 
modations were nothing to brag 
about and many of the hotels were 
terrible. 

But in the beginning I was ready 
to start on very short notice with a 
feeling of adventure and a prospect 
of seeing cities I had heard of and 
which I had not visited. 

It may be that our younger men 
are going through the same sort of 
hardships which we seniors experi- 
enced in our early days. I hope not, 
since the only pleasure we have had 
from them is bragging about it—as 
I am doing now. 

For instance, we had a job in 
Vicksburg, Mississippi. There was 
no hotel near the office in which we 
worked, so we camped out in the 
mill. The beds were rather dirty 
and uncomfortable and the food was 
bad. But that was not unusual. 
The most vivid part of that job was 
the use we made of the Mississippi 
River. It looked muddy and was 
muddy. If it stood still for awhile 
the mud settled a bit. We drank it 
and bathed in it and with the impa- 


tience of youth we didn’t always 
wait for the mud to settle. 

We had a great many out-of- 
town engagements. On our arrival 
we slept where we could and ate what 
they had. Even by old standards 
probably we were underprivileged 
but we were too busy to complain 
about it. One winter Adam Ross 
and I spent six weeks in a town in 
the mountains of North Carolina. 
And it was cold! We occupied a 
double bed and used one wash bowl. 
In the morning the water in the 
pitcher was frozen. It snowed right 
down the chimney into our room. In 
order to finish the job on time, we 
worked nights and Sundays and all 
night at the end. I distinctly re- 
member making light of everything 
but the food. They cooked with 
rancid grease, so we had to live on 
boiled eggs. Our average was six 
or eight a day. 

If some of the food in the old 
days was worse than any today, I 
think some was better. I think now 
of the prairie hens in Minnesota, the 
quail in the South, the salmon trout 
in Washington, and the shrimps in 
New Orleans. 

With all of my traveling, I was in 
very few accidents. Many, many 
times I was delayed by accidents 
ahead but only once was I in a car 
which was derailed. It was on the 
Twentieth Century to Chicago. We 
were soon transferred to another car 
and that was that. 

I disliked the English Channel so 
much that I often flew between Paris 
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and London. Once we had a forced 
landing, but the pilot found a really 
good spot. The cause was a leaky 
something. It was repaired with ad- 
hesive tape and we proceeded safely 
to our destination. 


My PARTNERS 


In several places I have men- 
tioned my senior partners and the 
debt I owe tothem. I want to refer 
here to what I wrote about them 
when asked to contribute to the L. R. 
B. & M. JouRNAL. 

The July 1929 issue of the Jour- 
NAL was dedicated to the memory 
of Adam Ross and contains the 
tribute in which I endeavored to ex- 
press—inadequately, I fear—the 
feeling I had for Adam as my inti- 
mate friend and business associate 
for forty years. Adam was indeed 
a gentleman and a scholar, a man of 
high character and of pre-eminent 
skill. 

The January 1937, and January 
1938 issues of the JOURNAL con- 
tain tributes in which, upon the com- 
pletion of fifty years of practice by 
Edward Ross and William Lybrand, 
respectively, I sought to express my 
indebtedness to them for the help 
they gave me when I first entered the 
profession, as well as the years since, 
and my appreciation of the choice 
friendship which has been, and is 
still after all these years, ours. 

Joseph M. Pugh and Walter A. 
Staub were the forerunners of a line 
of distinguished accountants who 
cast their lot with us, shared our 





joys, our griefs, and finally our lia- 
bilities as partners. I have tried in 
various places to express my great 
debt of gratitude to all of my part- 
ners and associates for continuous 
assistance and cooperation through- 
out the entire fifty years of my pro- 
fessional career. When my seniors 
rested after their strenuous efforts 
to guide my pen and my voice along 
the straight and narrow path of con- 
servative accounting, my juniors 
carried on. I hope they will carry 
on with criticism and comment 
(kindly I hope) as long as my pen 
and my voice carry an intelligent 
message. No one knows better than 
I that intelligence lasts so long and 
no longer. 





Practice 


My own practical experiences 
started out of aclear sky. A promi- 
nent Philadelphia Quaker, head of a 
very large business, called on Mr. 
Heins to fill an emergency. His 
head cashier and bookkeeper had 
been taken sick and he wanted some- 
one to take his place until he recov- 
ered. Mr. Heins always assumed 
that anyone in his office could do any- 
thing a public accountant might be 
called on to do. Without any hesi- 
tation, he sent me. I had a year or 
two of theory, but I was only about 
eighteen years old and quite inex- 
perienced. The assistant bookkeep- 
ers and other clerks were friendly 
and it was not difficult to keep on 
doing things the way they had been 
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done. I was there six months, by 
which time I was a competent book- 
keeper. The cashier part was the 
toughest. The firm was a heavy 
borrower through brokers. Their 
notes came due almost every day and 
one had to be vigilant. I think I 
slipped up once. It was not really 
important, but I recall that I was 
greatly mortified. 

One of the first accounting en- 
gagements on which I was used as a 
junior was for the United Gas Im- 
provement Co. of Philadelphia. It 
must have been in the nineties. The 
city owned the gas system. The 
U. G.I. (as everybody called it) pro- 
posed to lease it. Those who op- 
posed the lease pointed out that the 
city was making a large profit, us- 
ing the annual accounts as a basis. 
The U. G. I. retained Mr. Heins to 
analyze the city’s statements. We 
found that a so-called operating ac- 
count showed a profit, but scattered 
through various bureaus were direct 
costs of operation which turned the 
apparent profit into a big loss. The 
U. G. I. got the lease. 

Many states and cities as well as 
the federal government keep their 
accounts today as Philadelphia did 
in 1889. Income from government- 
owned utilities and other functions 
is overstated and costs and expenses 
are understated. Shall we ever have 
a President, a Governor, a Mayor 
who will present the accounts of the 
nation, the state, or the city in a form 
which a business man can under- 
stand? The answer is “yes” as to 


certain cities. Up to date the an- 
swer is “no” as to the nation and 
the states. And I am sorry to state 
that the number of cities is not one 
in one hundred. 

Another job I was thrust into 
without notice was with the oldest 
bank, and one of the largest, in 
Philadelphia. The clearing house 
clerk was going on a vacation and 
no one could be spared from the 
bank to take his place. I was the 
victim. All you had to do was to 
get there early in the morning, and 
see to it that thousands of checks on 
the other banks were placed in enve- 
lopes on which the names of the 
other banks were printed and the 
total amount of the enclosures en- 
tered. Escorted by a guard we went 
to a room in which each bank had a 
desk. The guards walked past each 
desk and left one of the envelopes. 
It was my job to write down the 
total of the checks on my bank re- 
ceived from each other bank. My 
sheet showed the amount delivered 
to the others. It was only neces- 
sary to fill in the forty or fifty totals, 
add them up, ascertain how much 
you owed or was owed you, and re- 
port it to the clearing house man- 
ager. If no one had made a mis- 
take, everything balanced and all 
were happy. If an error was made, 
we had a few minutes to find it; if it 
took longer, fines were imposed on 
the offenders. It was a reflection 
on one’s accuracy, as well as the dis- 
grace of costing your bank money, 
to be charged witha fine. As might 
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be inferred, usually the fines were 
imposed on the boys from the smaller 
banks who, in many cases, had only 
half as much work to do as those of 
us who had checks on and from every 
bank in the Clearing House. I was 
fortunate enough not to be fined, but 
I never lost my nervousness. It was 
a nerve-racking job solely because of 
the unnecessary importance placed 
on speed. It did mean that 80 or 100 
bank employees would return to their 
jobs five or ten minutes sooner than 
if speed were not worshipped. 

In 1897 I went to Tacoma, Wash- 
ington, to investigate the affairs of a 
land development company which 
had failed. In preparing a state- 
ment of its financial condition, I 
found a defalcation. I was elated, 
but was discouraged when the Re- 
ceiver in Philadelphia was advised 
by John G. Johnson to ignore it as 
his business was to ascertain what 
was there when he was appointed, 
not what wasn’t there. Fortunately 
Mr. Heins talked them into the 
proper frame of mind and I was au- 
thorized to go ahead. I was there 
about six months. A big boom had 
collapsed and everyone was leading 
the simple life. Many of those who 
had been big spenders acknowledged 
to me that they were far happier 
with a few dollars than with many. 
It may sound goofy today but I 
lived with it and found it to be true. 

Another and harder job was in 
the panic of 1901 which was caused 
by the corner in Northern Pacific 
stock. The cashier in Philadel- 





phia’s most active stock brokerage 
house was taken ill and I was 
elected by my partners to take his 
place. The market was seething, 
millions of dollars were handled 
daily by that house. Their cus- 
tomers included some of the most 
famous plungers in Wall Street. 
They traded in thousand-share lots. 
I recall that everyone was trying to 
locate one or more shares of North- 
ern Pacific which sold up to $1,000 
a share, or some such figure, while 
most other stocks were going down 
precipitately. Bargain hunters came 
in with big money and bought for 
cash. As in a bank, everything is 
balanced daily. It was the tough- 
est job of that sort I ever tackled. 
My happiest bookkeeping job was 
in a tremendous hotel in the Catskill 
Mountains. It was owned by a 
Philadelphia lawyer, the most 
famous patent lawyer of his time. 
In 1891 I followed William Lybrand 
as bookkeeper in charge of the pri- 
vate accounts and kept on until 1902 
except in 1898 when I went to war. 
Other experiences have not been 
so pleasant. In one audit my assist- 
ants reported that they had been un- 
able to get the details of an asset ac- 
count on the books. I think it was 
called “Real Estate.” One partner 
was in charge. His answers were 
unsatisfactory to me, so I sent word 
that I wanted to see him at my office 
the next morning. I did not see him 
because he shot himself before I 
reached the office. The account was 
a fake but he had for years success- 
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fully deceived his partners and the 
banking firm which sold their 
promissory notes. 

When our present firm started on 
January 1, 1898, we had very few 
clients. The four of us had had a 
55 per cent interest in the firm of 
Heins, Whelen, Lybrand & Co., but 
we were so set on standing on our 
very own that we did not go after 
the old clients. Fortunately for us, 
some came to us. 

Joe Pugh joined us in 1898 and in 
due course became a partner. Our 
staff was carefully recruited from 
the beginning. As we had more 
partners than assistants for some 
time, naturally each newcomer had 
plenty of supervision. I remember 
that one day in 1901 when I was 
exercising at the Y. M. C. A. in 
Philadelphia, Jim McCallion, head 
bookkeeper of the Girard Estate, 
told me that he had an assistant who 
knew more than he did about the 
books. “You know,” said Jim, 
“that no one ever loses his job with 
the Girard Estate unless he resigns 
or dies and I have no intention of 
doing either.” The smart young 
assistant was Walter Staub who 
from the first day was a fortunate 
find for us. The 1904 St. Louis 
International Congress offered a 
prize for the best paper submitted 
by a junior on the mode of conduct- 
ing an audit. One of the members 


of the committee said to me later, 
“The committee was unanimous in 
selecting Staub’s paper. 
was no second.” 


And there 
In the 35 years 





which have elapsed since that date, 
he has lost none of his ability to 
produce. 

One of the first engagements of 
our new firm was in Tacoma, Wash- 
ington, where I went to check the 
same defaulter I had found out in 
1897. He had been forgiven and 
showed his gratitude by stealing as 
much as he could get away with. 

The history of our firm as a firm 
is told in three booklets published at 
the end of 25, 35, and 40 years. 
Copies are available. The fiftieth 
year will be celebrated in 1948. A 
gold spoon will be sent to each client. 


TESTIMONY 


Commencing about 40 years ago, 
I have been called on to testify in 
numerous cases involving accounts 
and their interpretation. One of my 
earliest experiences was in a rate 
case in Tampa, Florida. In telling 
about various risks I mentioned 
“Acts of God.” “What’s that?” 
asked the opposing attorney. I told 
him. “We haven’t any of those 
down here,” he replied. 

It would take an entire book to 
describe my experiences as a wit- 
ness. As I recall many of them, they 
do not strike me as interesting 
enough to include here. 


THE NEw York OFFICE 


The New York office was opened 
in September, 1902. It was a seri- 
ous matter securing adequate office 
quarters. No one ever before had 
expressed a desire for as small and 
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as cheap an office as I sought. I 
finally located one room at 25 Broad 
Street. The room was large but was 
on a court and had only one window. 
I sublet the part of the room which 
contained the window to the newly 
formed law partnership of Floyd 
and Leary. The net cost of the dark 
corner was really quite small. 

I was not as much discouraged as 
I might have been because engage- 
ments failed to flow in as we antici- 
pated. Several other prospective 
clients upon whom we counted sold 
out or died; others took their own 
time and disregarded my feeling 
that they should keep me busy. But 
there were some like Mr. Kingsley 
and Mr. Samuel Sachs who were 
helpful from the beginning. 

I never lost sight of the size and 
wealth of New York and had the 
utmost confidence in the ultimate 
working out of the venture. It did 
require a somewhat vivid imagina- 
tion at times, since there were 
months when the gross earnings 
were less than the net rental—which 
was almost nothing. 

My partners in Philadelphia were 
unfailing in their support. The early 
efforts seemed so futile sometimes 
that they would have been justified 
in suggesting that I return to Phila- 
delphia and go back to work, but 
never was there a word of criticism. 

I spent a lot of time in Philadel- 
phia during the first year or two. 
I was reminded of this by an inci- 
dent extremely annoying at the time 


but which later on was merely 
humorous. 

The Treasurer of the Union 
Theological Seminary had died sud- 
denly and we were asked to look 
after the books, the finances, and the 
preparation of the annual report. I 
did much of the work myself but 
had to use an assistant to write up 
the books. I had taken on an ac- 
countant who furnished fine refer- 
ences regarding ability and who 
made a good impression. He was 
so highly satisfactory that Mr. 
Kingsley of the United States Trust 
Company, the acting Treasurer, con- 
gratulated me on his work. I felt 
justified in leaving him in charge. 
He was alone in offices which had an 
unmistakable ecclesiastical atmos- 
phere. Nearby was the chapel 
where services were held frequently. 

One day I received a telephone 
call to go to the Seminary at once. 
When I arrived I found my good ac- 
countant roaring drunk. The strain 
had been too much for him! He 
said he would like to tell me exactly 
what he thought of me. I did not 
like the prospect but could not resist 
the temptation to hear the truth. 
He said: “You would have a better 
business in New York if you did 
not neglect it by spending so much 
time in Philadelphia.” Seldom have 
I heard a more comforting criticism. 
I expected something much worse. 

Soon after that I received another 
shock. Among our first clients were 
the Rainey brothers who, among 
other ventures, had financed R. M. 
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Owen in the automobile business. I 
had just started the first audit of the 
accounts when Mr. Owen asked me 
to step into the garage which ad- 
joined the salesroom as he wanted 
to speak privately to me. He drew 
me into a far dark corner, lowered 
his voice, and said, “I count on you 
to protect me. I have been speculat- 
ing in Wall Street, have lost a lot of 
money, and have taken it out of the 
business. You must cover it up.” 
Coming from a stranger, I was in an 
uncomfortable position. My intui- 
tion told me he was joking but I had 
known a great many defaulters; 
necessarily they were trusted officers. 
I decided to make no comment at all, 
except to tell him to proceed with his 
story. This was too much for him. 
He laughed and slapped me on the 
back. Thus started a friendship 
which has been unbroken for more 
than 35 years. During that entire 
period the firm has never had a better 
friend. We have more clients today 
arising from his good offices than 
from any other one source. 

It has always been my thought 
that the best work of an accountant 
is done in clients’ offices. It assists 
in concentration, stimulates one’s 
imagination, and keeps all of one’s 
faculties on the job in hand. Some 
people say they cannot do their best 
work unless they are completely re- 
moved from the curiosity or super- 
vision of others, but I do not believe 
that this applies to accounting work. 
We should be more alert to construct 
and more astute to criticize when 


surrounded by the atmosphere of 
our clients’ offices than back in our 
private offices. I honestly believe 
that my dark and uncomfortable 
office was an asset. I preferred to 
work any other place! 

Be that as it may, expenses were 
kept down. Until Miss Storey 
joined me in 1903, I never felt satis- 
fied that the office was properly 
looked after in my absence. My 
imagination always pictured impor- 
tant new clients calling up on the 
telephone without adequate atten- 
tion. From the time Miss Storey 
arrived my apprehensions vanished. 
When I was away all day she did not 
even go outtolunch. Truly she was 
a tower of strength. 

For a short time I was a specialist 
in public utility accounts. I had had 
some very good experiences in rate 
cases and when I was asked to read a 
paper at the Congress of Account- 
ants held in St. Louis in 1904, I 
chose the formidable topic: “The 
Importance of Uniform Practice in 
Determining the Profits of Public 
Service Corporations Where Munic- 
ipalities Have the Power to Regu- 
late Rates.” The paper attracted 
such favorable attention that I was 
forced to devote a lot of time to the 
subject. 

Finally our sterling work at- 
tracted the notice of bankers and 
business men, and our offices grew 
bigger and the staff grew in num- 
bers. Probably there are others 
starting in now as we did in 1902. 
If so, I wish them great success and 
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congratulate them on the opportuni- 
ties for worry and struggle which 
stillexist. ‘Where there is no vision 
the people perish.” 


New YorK PRACTICE 


In 1909 the New York Chamber 
of Commerce appointed a committee 
from its members to study the new 
system of accounts then being in- 
stalled by the City of New York. 

The following appears in The 
Journal of Accountancy for June 


1909 : 


The sub-committee of experts, consist- 
ing of Maurice L. Muhleman, Francis 
F. White, C. P. A., and Robert H. Mont- 
gomery, C. P. A., appointed by the Com- 
mittee on Finance and Currency of the 
New York Chamber of Commerce, has 
rendered a valuable report on the new 
system of accounts now being installed 
in New York City. 

In summary the purposes of the system 
are: 

To enable the heads of departments to 
supervise their operations intelligently, 
in order to keep within the allowances, as 
provided by the charter which holds them 
responsible for exceeding the authoriza- 
tions. 

To enable those who furnish goods or 
perform services to obtain prompt pay- 
ment of the sums due them. 

To enable the Comptroller, as the 
guardian of the treasury, to know that 
the sums due the city are fully collected 
and the outlays lawfully disbursed. 

To enable the taxpayers and bond- 
holders of the city to determine whether 
the means supplied by them are properly 
used. 

To assure conservative economy, estab- 
lish that the city gets value for its money, 
restrain inordinate outlays, keep taxes 


within reasonable limits and prevent ex- 
cessive borrowing. 

We unhesitatingly assert that the gen- 
eral principles upon which the new ac- 
counting system rests are sound and that 
their application to the accounts of the 
city cannot but be beneficial to a marked 
degree. 


During my early days in New 
York, I had many experiences only 
indirectly connected with account- 
ing. Several of my friends and 
clients had me act as treasurer, direc- 
tor, trustee, and in other capacities. 
It kept me busy, gave me a broader 
experience in business affairs, and 
was remunerative to the firm. When 
the World War came, I seized the 
opportunity to retire from these offi- 
cial connections and did not resume 
them after the war. 

They were remunerative, but not 
always pleasant. In one case in 
1915, a company took a contract 
from the British Government to 
manufacture shells. They had the 
usual troubles and finally their chief 
financial backer, a bank, decided to 
take control. I was selected as a 
sort of trustee. The resignations of 
the directors were placed in my 
hands and I controlled the finances. 
Soon thereafter the bank asked me 
to put the president out and some- 
one else in as chief executive officer. 
I was not entirely satisfied with the 
man, but I said I would keep him 
until we found someone better. 
Time passed and no one was found. 
The bank was furious, that is, a few 
officers out of a hundred or so in that 
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bank were furious, but I replied that 
I was given the job and I would go 
through with it. The crisis passed, 
the shells were accepted, the com- 
pany made money, the bank was paid 
off, my firm secured a substantial 
fee. But for many months I lived 
in dread of different results. 

One of these side issues was a cor- 
poration formed to buy up doubtful 
assets and to loan money in cases 
where banks wouldn’t and charged 
accordingly. Some of my friends 
and clients put up the money and I 
managed the company. 

In one case, a publishing house 
which had had a fine reputation and 
had built up a big business was now 
being managed by two sons of the 
founder of the business. Their 
management was not as successful 
as the father’s. The publishing of a 
magazine which they had undertaken 
was losing a lot of money. Other 
side issues lost more money. The 
bank was ready to put the company 
into bankruptcy. The petition had 
been prepared. It occurred to the 
president of the bank to call me and 
ask if our company wanted to take a 
chance on saving the situation. We 
made a hurried examination and 
said “yes.” I took the resignations 
of the directors and put in a trust- 
worthy man as treasurer. We did 
a swell job. The magazine was dis- 
continued. The outside ventures 


were liquidated. William Lybrand 
was instrumental in cutting down 
costs, eliminating non-essentials, and 
disposing of obsolete machinery and 


stock. It was as good a job of re- 
habilitation as I have known. In 
fact it was so good that we had to 
take our money and quit. We found 
a busted business. We left a profit- 
able one. 

In 1915, when our clients were 
taking on all sorts of war contracts 
and getting into all sorts of trouble, 
I was awakened one night about 
twelve or one o'clock and asked to 
go at once to The Brook (a social 
club). I protested but the voice at 
the other end was that of one of our 
best clients. I dressed and walked 
into a pretty scrap among several 
rich men who were financing a riding 
master, who had chartered steam- 
ships, and bought and sold horses in- 
volving very large sums of money. 
He kept one bank account for every- 
thing, personal and syndicate, and 
his record of receipts and payments 
was the check stubs. It was a grand 
mix-up. After much argument re- 
garding the propriety of appointing 
me sole referee, an agreement was 
reached and I was authorized to take 
hold and tell them how they stood. 
I had to promise to tackle the job 
personally and I did. It was a mess, 
but unraveled in due course. 

In February 1917 it was claimed 
that certain members of the New 
York Stock Exchange had received 
advance information from Wash- 
ington which enabled them to buy or 
sell something (I think it was cot- 
ton) to the detriment of those who 
were not in the secret. With one or 
two others I was appointed to ex- 
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amine the accounts of the Stock Ex- 
change houses in order to find out 
which, if any, customers had made 
money out of the leak. 

As I recall, some customers under 
suspicion did not believe the advance 
information or at least did not take 
advantage of it, and those who did 
must have doubted it, judging from 
the meager profits made that day. 

At the close of the war, an enor- 
mous task remained to be done in 
connection with the liquidation of 
reduced, suspended, terminated, or 
cancelled war contracts. The settle- 
ments had a vital effect on war 
profits taxes as well as on concerns 
which were not worried about taxes 
but about their ability to pay their 
obligations. In 1919 General Hugh 
Johnson and some associates organ- 
ized the Federal Liquidating Asso- 
ciation to serve contractors in ob- 
taining fair settlements. I was se- 
lected to have charge of the account- 
ing work. 

In April 1921 I was asked to 
serve as a teller at the stockholders’ 
meeting of the American Smelting 
& Refining Co. There was a terrific 
fight on for control. We puta large 
staff at work and I was able to cer- 
tify to the result. 

In later years when a similar con- 
test was on at a meeting of the 
American Tobacco Co., Carson (of 
our staff) and I acted as tellers. The 
officers were violently attacked but, 
although it was obvious that we had 
been retained by them, there was no 
word of criticism of us. We con- 


tinued to serve at many subsequent 
meetings. 

In the middle of the winter of 
1927-1928 I was forced into a job in 
Nova Scotia. It had to do with 
price fixing of coal. I spent a day 
or two in Montreal and then started 
for the mines. We struck a blizzard 
and lost a day. Fortunately, room 
was found for us in the manager’s 
house. It was bitterly cold outside, 
so I had the books and witnesses 
brought to the house. My head- 
quarters were in front of a roaring 
wood fire. Strange as it may seem, 
the engagement worked out all right. 

The New Deal outcry against pri- 
vately owned utilities and the ruth- 
less war against them, reminds me 
that during the fifty years just ended 
I probably have had more experience 
in public utility work than any other. 
Over a number of years I visited 
many states and examined the ac- 
counts and records of scores of com- 
panies. 

My acquaintance with the officers 
of public utility corporations is ex- 
tremely wide. Naturally you get to 
know men well when you see them 
at work day after day and year after 
year. I have never known one of 
them who was not keen to make his 
company a success by increasing in- 
come and decreasing expenses. 


EsTATE OF RODMAN WANAMAKER 


Early in 1928 I was in Paris on 
vacation. One morning I read in 
the Paris edition of the New York 
Herald that one of the trustees 
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named in the will of Rodman 
Wanamaker, who had died on 
March 9, 1928, was a Robert Mont- 
gomery of Philadelphia. I had not 
received the slightest intimation that 
my name appeared in the will in any 
capacity. There was a banker in 
Philadelphia by the name of Robert 
Montgomery, but I did not think he 
had been selected. That evening I 
saw Maurice Saul, who had been ap- 
pointed a trustee, and he said he was 
sure I was the Montgomery men- 
tioned. I felt complimented not 
only because the estate was large in 
amount but because I became part 
manager of the finest retail estab- 
lishment in the world. 

I was a great admirer of John 
Wanamaker. I looked after his fed- 
eral tax matters commencing in 
1917, continuing to the time of his 
death on December 22, 1922. A 
few years before his death he offered 
me $100,000 a year to go with him. 
I asked him what I could do to make 
myself worth that much. He said 
he wanted me to sit and think of 
things. I felt complimented but 
couldn’t take the job. I had an 
easier one in New York. 

The estate of Rodman Wana- 
maker was appraised by the Bureau 
of Internal Revenue at over 76 mil- 
lion dollars. We had quite a tax 
contest and finally reduced the valua- 
tion to a little less than 65 millions, 
a reduction of about 11 millions 
which meant a considerable saving 
in tax. 





THE L. R. B. & M. JouRNAL 


In 1920 Walter Staub had a no- 
tion that our firm should publish 
from time to time a modest journal 
in which matters of particular inter- 
est to our staff, which probably 
would not otherwise be published or 
disseminated, could be circulated to 
all of those connected with our 
offices, which by that time were 
widely separated geographically. It 
was a masterful idea. It has 
brought together in a close, intimate 
association offices as widely apart as 
San Francisco, Dallas, Atlanta, New 
York, and London. 

Walter has been its sole editor 
and has dictated its policies with 
very little assistance from any other 
partner. Many of our other asso- 
ciates have helped him carry the bur- 
den. But it has been a burden cheer- 
fully borne, and we are mighty proud 
of the JOURNAL. 


BUDGETS 


In 1933 the question of business 
budgets was a live topic and it ap- 
peared to open up additional work 
for accountants. I spoke before the 
New Jersey Society of C. P. A.’s on 
this subject on April 25, 1933. A 
number of bankers were present. I 
said in part: 

More than at any other time in our 
history business men need credit facili- 
ties; more than at any other time banks 
need and desire to make safe loans ; more 


than at any other time the certified public 
accountant is in a position to render con- 
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structive service to the borrower and to 
the lender. 

I suggest that this question be dis- 
cussed. Should every borrower and 
prospective borrower have for the suc- 
cessful administration of his business a 
budget broken down into monthly 
periods? If the answer is “yes,” should 
the banker have a copy? If the answer 
is “yes,” should not the banker say to his 
customer that he wants the working out 
of the budget frequently checked by a 
certified public accountant? 


In October 1934 Prior Sinclair 
published his book on “Budgets” 
which has taken first rank in the 
literature of that subject. I think 
accountants as a whole devote too 
little time to the study of business 
budgets. 


TERMINOLOGY 


At various times I have been 
troubled over the failure of account- 
ants to agree on using the same terms 
for the same things. 

In the Year Book of the Ameri- 
can Association of Public Account- 
ants for 1909 appears the report of 
the Committee on Accounting 
Terminology. Definitions were sub- 
mitted for about 160 “terms,” re- 
quiring 23 pages of text. It was 
offered as “simply a beginning.” 
Discussion took up eight pages. 

Between 1909 and 1920 commit- 
tees had been working steadily with 
more or less success. Chiefly less! 
In 1931 President Forbes asked me 
to take the Chairmanship of the 
American Institute Committee on 
Terminology. 





I stepped in where smarter men 
than I had feared totread. My com- 
mittee did a lot of good work (so 
we thought). Then Eric Kohler 
took over in 1935 when I was elected 
President. He did more good work 
but the Committee which came into 
being in 1937 said that none of its 
predecessors had done anything 
worth while. The new committee 
has prepared an ambitious program. 
I wish it good luck. 


TELLING THE TRUTH ABOUT AC- 
COUNTS 


In his preface to “Accounts— 
Their Construction,” etc., written 
in 1915, Professor William Morse 
Cole of Harvard, says: 


Accounting is nothing but sublimated 
common sense applied to finding and tell- 
ing the truth about business. 


From February 1889 to Febru- 
ary 1939, I have had the great good 
fortune to have been associated with 
partners and associates who have 
had and have a passion for finding 
and telling the truth about accounts. 
It is the only school I know. This 
chapter would be incomplete if I did 
not refer to some of the difficulties 
which beset the practice of account- 
ancy. The layman will never under- 
stand that business transactions may 
be so involved that their interpreta- 
tion in books of account and finan- 
cial statements may lead one account- 
ant to present the transactions in 
one way and another accountant in 
a different way. I discuss a few spe- 
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cific problems to illustrate what I 
have just stated. 


ACCOUNTING PRINCIPLES 


In recent years there has been a 
demand for agreement among ac- 
countants regarding what are known 
as accounting principles. We are 
supposed to get together and agree 
that certain debits and certain 
credits shall be entered in the ac- 
count books in certain accounts. 
The proponents of a code will say 
at once that they are not thinking 
about debits and credits or any such 
crude thing as a specific transaction, 
but they refer only to general prin- 
ciples. 

Therein lies the difficulty. When 
I taught at Columbia, when I wrote 
Auditing Theory and Practice, I 
tried to visualize specific transactions 
and their recording so that a truth- 
ful and simple income statement and 
balance sheet might be prepared. 

I told my students that they should 
have in mind a statement of all assets 
at valuations which were under- 
stood, such as cost or market, or cost 
less depreciation, deferred assets at 
what they were worth to the succeed- 
ing accounting period; all liabilities 
known or estimated ; and to give no 
thought to balancing until they had 
everything listed, whether the items 
appeared in the books or were based 
on any trustworthy record. 

Public accountants should not be 
stampeded into making our practice 
more difficult than it now is. The 
S. E. C. is, I believe, looking for the 


truth in accounts and we should co- 
operate in every way. When I am 
asked, however, whether a certain 
rule represents good practice, I want 
to see the balance sheet or income ac- 
count which would be affected. 
Often a rule can be applied to one 
concern and not be applicable to an- 
other. 


TREATMENT OF DIVIDENDS PAID IN 
STocK 


For some years prior to 1928, the 
North American Company paid 
quarterly dividends of 214 per cent 
on its common stock. The dividends 
were paid in the company’s own 
common stock. The company 
charged $10 per share to earned sur- 
plus. The market price of the stock 
at one time was $70. The company 
made it possible for the stockholders 
to sell their fractional shares at the 
rate of $70 a share. The Journal of 
Accountancy highly approved the 
method. (The Editor of the Jour- 
nal was not an accountant.) In 1928 
hardly anyone except accountants be- 
lieved that stock values were inflated. 
I thought the method was terrible, 
and expressed my views in a letter 
to the editor of The Journal of Ac- 
countancy, which was published in 
its July 1928 issue. 

Mr. Herbert C. Freeman, C. P. 
A., an old friend of mine and a 
former partner in a leading firm of 
accountants, wrote a very long an- 
swer which was published in the 
same issue of the Journal. 

As it turned out, I was right. 
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Later on the New York Stock Ex- 
change prohibited the practice. 


Tue McKesson & Rospins CASE 


In December 1938 the world was 
shocked to hear that a large, highly 
regarded, old corporation had been 
officered by crooks, and looted of 
millions of dollars. The directors, 
several executive officers, and the 
auditors were completely deceived. 
Some $8,000,000 of so-called inven- 
tories and $10,000,000 of so-called 
accounts receivable were fictitious. 

Immediately a horde of district 
attorneys, attorneys general, federal 
government, state governments 
(Connecticut and New York), 
county governments, and instrumen- 
talities of governments started so 
many investigations and hearings 
that it was difficult to keep up with 
them. The newspapers were, as 
usual, divided. The decent press 
published facts as developed. The 
sensational press, as usual, ignored 
facts, criticized the accounting pro- 
fession and directors, and furnished 
a distorted picture. The usual ex- 
pression was that accountants were 
on the “spot,” an ingenious adapta- 
tion of “spotlight.” 

As Chairman of the Council on 
Accountancy of the State of New 
York, I was requested to appear at 
a hearing called by the Attorney 
General of the State. As the hear- 
ing was called before the facts were 
available and on the same day when 
the accountants were before the 
Grand Jury and the S. E. C. and 


their testimony could not be avail- 
able, I was in the position of being 
asked to help remedy a situation al- 
though I had no facts before me to 
guide my judgment and the At- 
torney General had none on which 
to base his questions. 

Fortunately, the leaders of the 
profession were not stampeded. It 
was in order to say that auditing 
procedure would be reviewed and, if 
changes were called for, changes 
would be made. At this writing 
there is no indication that there has 
been anything wrong with our audit 
programs. In other words, my book 
on Auditing requires no change of 
any kind arising from the McKesson 
& Robbins case. 





Teaching 


The major benefit I received from 
my early attempts to teach others 
was the pressure on myself to gain 
enough knowledge to keep on teach- 
ing. I hada keen desire to learn and 
an attempt to teach those who were 
not supposed to know as much as I 
did appealed to me as a challenge. 
The Pennsylvania C. P. A. law was 
passed in 1899. Evening classes 
were started in our Philadelphia 
office in 1902. I had charge of one 
of the classes until 1904. Next I 
taught in the University of Penn- 
sylvania where night classes were 
started in 1904 under the sponsor- 
ship of the Pennsylvania Institute 
of Certified Public Accountants. 
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In the winter of 1905-6, I lec- 
tured before the Evening School of 
Accounts and Finance, University 
of Pennsylvania, as well as at New 
York University. 

Evening courses in accounting 
were established at Columbia Uni- 
versity in 1910. I assumed the task 
of teaching the first class and of ob- 
taining instructors to take over all 
additional classes. When it ap- 
peared that a knowledge of account- 
ing was of some importance and 
after the Trustees had wrestled with 
the question, “Can accounting and 
business courses be cultural?” and 
had decided that they might be, the 
faculties of Law and Applied Science 
cooperated in the experiment. 
Courses were announced for the 
College Year commencing in Sep- 
tember 1915. I was appointed As- 
sistant Professor of Economics. 
The appointment was due to the 
kind offices of Professor E. R. A. 
Seligman whose fame as an econo- 
mist and as an authority on taxation 
extended around the world. He was 
exceedingly kind tome. The School 
of Business was established in 1916. 
I was made a full Professor of Ac- 
counting in 1919 and for a time was 
a member of the Administrative 
Board of the School. 

Columbia University paid me a 
salary commencing in 1911, but I 
always returned all of it. When I 
was made a full professor, I felt that 
it about made up for what I had re- 
garded as my loss in never having 
been a college student. I did not 


have the slightest ambition to mount 
higher than a professorship. 

After I retired I received the fol- 
lowing letter : 


CoLUMBIA UNIVERSITY 
in the City of New York 
President’s Room 


November 13, 1929, 


Professor Robert H. Montgomery 
School of Business 
My dear Professor Montgomery 


I have received today with regret your 
resignation as Professor of Accounting 
and member of the Administrative 
Board of the School of Business, to take 
effect November 30, 1929. 

Dr. Egbert has explained to me the cir- 
cumstances and conditions which lead 
you to take this step, which, however, we 
must all regret. The association that 
our School of Business has enjoyed with 
your name, reputation, and public serv- 
ice has been of great value, and we much 
hope that in years to come we may con- 
tinue to have your kindly interest and 
cooperation when opportunity serves. 


Sincerely yours, 
NicHotas Murray But Ler 


AUDITING LABORATORY 


I found it difficult to teach ac- 
counting and auditing to students 
who had never seen a set of account- 
ing records. I thought I could help 
myself and the students if I were to 
acquire some complete sets of books. 
1 was lucky enough to find a dozen or 
so sets, chiefly of bankrupt concerns. 
I set forth my plan in an eight-page 
booklet entitled “An Accountancy 
Laboratory. The connecting link 
between Theory and Practice.” It 
has proved its value over a period of 
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years, during which time it has been 
developed and improved under the 
able direction of Professor Thos. 
W. Byrnes. 


MONTGOMERY PRIZE 


The annual announcements of the 
University include among the 
awards to students this: 

A prize, the income of $2,000, estab- 
lished 1916 by Robert H. Montgomery, 
awarded to the member of the graduat- 
ing class of the School of Business who 
has specialized in accounting and who is 
deemed by the staff of the School to be 
most proficient in all courses. 


The annual income is not large, 
but it is about the right amount. 
Most students to whom it has been 
awarded have found very good use 
for the money, but it is not enough 
to subordinate the much more im- 
portant element, viz., the distinct 
honor of being selected from the 
entire senior class. 





Talking and Writing 

I have pleasant memories of most 
of the occasions when I was the 
speaker, or one of them, and I am 
reminded of the many friendships 
I formed as the result. 

I had listened to so many long- 
winded speakers, particularly toast- 
masters, before I started to make 
speeches, that I had an obsession re- 
garding the practice, so strong that 
I don’t believe I ever really bored an 
audience. I tried to beat them to it 


by stopping when they thought I 
had just started. 

On January 30, 1939 (almost my 
fiftieth anniversary), I was selected 
to serve as toastmaster at the dinner 
given to Philip A. Benson, C. P. A., 
President of the American Bankers 
Association. The announcements 
stated that I was selected because I 
had been President of the American 
Institute and the New York State 
Society, but the Chairman, Dick 
Fedde, said I was picked because of 
my reputation for brevity. 

Commencing in 1917, I talked 
more and wrote more about taxes 
than accounting. I shall make no 
mention of most of my speeches and 
articles on accounting subjects be- 
cause they are not of any special im- 
portance. In the several editions of 
my Auditing Theory and Practice 
and in various presidential and other 
formal addresses I think I make 
sufficiently clear all that I have to 
offer which differs from or agrees 
with the great volume of accounting 
literature which is now available. 

The first number of The Journal 
of Accountancy was issued in No- 
vember 1905. It contained an 
article by me entitled “Professional 
Standards—A Plea for Co-opera- 
tion among Accountants.” I have 
just reread it for the first time since 
I wrote it 34 years ago. Candor 
compels me to say that it reads well. 

The April 1906 issue carried an 
article by me entitled “The Work of 
the Auditor.” I notice that it was 


little more than extracts from my 
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edition of Dicksee’s Auditing. I 
am sure I could do better today. 

The December 1907 issue of The 
Journal of Accountancy contained 
an article by me entitled ‘“Profes- 
sional Ethics.” It is, I believe, still 
reasonably up to date. 

At the annual meeting of the 
American Association in Chicago in 
1912, I read a paper on “Federal 
Control of Corporations.” 

I addressed the National Associa- 
tion of Credit Men in 1913. My 
subject was “Fallibility of Unveri- 
fied Financial Statements.” 

Soon after Columbia University 
took me on, the American Educa- 
tion Association held its annual con- 
vention in New York City. I was 
asked to speak. I was told that 
teachers throughout the country 
were taking an increased interest in 
the teaching of accounting. I pre- 
pared myself pretty well. My audi- 
ence was large and I felt flattered. 
But soon to my dismay many left. 
It did not help me much to notice 
that as many new ones came as de- 
parted. It was highly confusing. I 
found afterwards that there were 
thousands in attendance and a lot 
of them just shopped around. 
They were interested—but not 
much. 

The first number of the L. R. B. 
& M. Journat bears the date Janu- 
ary 1920. It mentioned that I had 
attended the annual meeting of the 
American Institute of Accountants 
in Cincinnati and at the banquet 
made a speech on the subject of golf. 


I remember that speech. Golf made 
us late at the banquet; I was one of 
the speakers. When I was reached 
I was tired and I assumed that every- 
one else in the room was tired. [ 
abandoned what I expected to say 
and said: “If accountants would 
double their fees and spend half their 
time playing golf, they would be 
happier and healthier.” [I still think 
it was a good speech. 

Soon after the close of the World 
War, I addressed the annual meet- 
ing of the New York State Bankers 
Association on: “Influence of the 
War on Balance Sheets.” 

In Chicago, September 21, 1922 
(my birthday), I spoke at the ban- 
quet of the Institute. I sat next to 
General Charles E. Dawes, then 
Director of the Budget, former Vice 
President of the United States. He 
smoked a peculiar kind of pipe 
famous throughout the country. 
Afterward he sent me one with his 
compliments. 

I addressed the New Jersey State 
Society at its twenty-fifth anni- 
versary dinner on January 22, 1923. 
The Newark Evening News quoted 
me as follows: 


The suggestion which has been made 
in many quarters that certified public ac- 
countants should broaden their field to 
include business cycles, Federal Reserve 
Bank rates and the trend of prices is not 
favored by Colonel Robert H. Mont- 
gomery, president of the New York 
State Society of Certified Public Ac- 
countants. ... 

“We should be especially careful,” he 
said, “to keep out all ideas of putting 
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things through in less time than has been 
required before. If we expect to make 
the progress in the future that has been 
made in the last quarter of a century we 
must lay intelligent plans. If we are not 
upsetting something we are slipping 
backwards.” 


In February 1926 I spoke before 
the National Retail Dry Goods 
Association on “Good Will.” It 
was a large meeting and I was de- 
lighted with the interest shown by 
the audience. I reminded the Presi- 
dent of the Association that I had 
been fired by his firm 38 years previ- 
ously. He said nothing about hav- 
ing missed me, so I dropped the sub- 
ject. 

The toughest audiences I ad- 
dressed on accounting subjects were 
those of the New York Credit Men’s 
Association. In the early days the 
credit men and the public account- 
ants did not cooperate to any great 
extent. Comparatively few busi- 
ness houses were prepared or will- 
ing to submit certified balance sheets 
to the credit grantors, which meant 
that they were forced to rely on their 
own judgment in granting credits. 
They were very good at it and it 
made them rather chesty. 

As time went on they were unable 
to exercise the same supervision and 
maintain the same personal contacts 
with their customers, due to the 
enormous increase in the volume of 
trade. 

A natural result was that the 
credit men were more receptive to 
an exchange of ideas with the public 


accountants. We appointed com- 
mittees on cooperation and gradually 
there grew up a firm and cordial 
degree of mutual confidence. 

I addressed the Association on 
May 7, 1935. My subject was 
“Something More Than Balance 
Sheets Is Necessary.” I also 
stressed the advisability of adopting 
the Natural Business Year. 

I addressed the American Man- 
agement Association on June 4, 
1936. My subject was “Account- 
ing Methods Must be Revised to 
Meet the Increasing Burden of 
Taxation.” Much of this was writ- 
ten by my partners and associates 
which accounts for the very favor- 
able reception it met. 





Accounting Organizations 


My connection with public ac- 
counting organizations nearly paral- 
lels my fifty years in the profession. 
By and large, professional and trade 
associations are good trying-out 
grounds. My personal opinion is 
that it is far easier to rise in one’s 
trade or profession by attendance at 
meetings and by friendly inter- 
course with those in the same line as 
ourselves than in any other way. 

Mingling with one’s competitors, 
being able to call many of them 
friends, is to me an undiluted pleas- 
ure. Recently I felt rather happy 
when I read this by Rudyard Kip- 
ling: “Recognition by one’s equals 
and betters in one’s own country is 
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a reward of which a man may be un- 
ashamedly proud.” 

In 1897 J. E. Sterrett came to the 
office one day to call on Mr. Heins. 
I met him at the door. It was our 
first meeting. From that day until 
his death in 1934, I counted him as 
one of my best friends. He had a 
quiet way with him which inspired 
all who knew him. We knew he 
never would let any of us down and 
we felt spurred on to do better 
things and not disappoint him. He 
was the organizer of the Pennsyl- 
vania Institute of Certified Public 
Accountants in 1897. Mr. Heins 
was the first President. At that time 
William Lybrand, Edward and 
Adam Ross and I were junior part- 
ners. I was admitted to partnership 
in 1896 at the ripe age of 23. All of 
us became charter members of the 
Institute. My certificate is dated 
June 15, 1899, and I am still a mem- 
ber. 

The earliest effort to organize the 
profession of the accountant in 
Pennsylvania seems to have been in 
1886, when Mr. John Francis had 
several conferences at his office with 
Messrs. Heins, Vollum and Brown, 
looking to a plan of organization for 
their mutual protection and benefit. 
The plan was to organize a society 
and to seek a charter as an educa- 
tional institution, under Pennsyl- 
vania law. The society was to be 
called ‘The Chartered Accountants’ 
Institute.” 

The principal objects of the pro- 
posed society were: 


to elevate the standing and ad- 
vance the interests of public account- 
ants; and to direct attention to the ad- 
vantages offered by, and the safeguards 
attending, the auditing and adjusting of 
books and accounts by persons thoroughly 
skilled and experienced as public ac- 
countants, and of established personal 
reputation. 


It was in December 1886, that 
Mr. Edwin Guthrie, F. C. A., of 
Barrow, Wade, Guthrie & Co. of 
Manchester, who was visiting the 
City of New York on the business of 
his firm, accepted Mr. Heins’ invita- 
tion to visit Philadelphia, with the 
object of discussing the plan previ- 
ously referred to. 

Mr. Guthrie suggested the organ- 
ization of a national association of 
public accountants in the United 
States. Mr. Heins introduced Mr. 
Guthrie to Mr. Francis and together 
these three pioneers discussed the 
Philadelphia plan for a state society. 
It was further resolved, and this 
time on the motion of Mr. J. T. 
Anyon, that the name of the new 
society should be “American Asso- 
ciation of Public Accountants.” 
Thus, on December 23, 1886, was 
formed the first professional guild 
of accountants in the United States, 
with an aggregate membership of 
less than a dozen. 

On the 20th of August, 1887, 
those charter members of the Asso- 
ciation who happened to be citizens 
of the United States joined in sign- 
ing a certificate of incorporation, 
expressing therein their desire “to 
associate themselves for social and 
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benefit purposes.”” Mr. Anyon and 
Mr. Veysey, being unrepentant 
British subjects, could not join in the 
petition. 

The late Mr. James Yalden of 
New York was the first President 
of the Association. Mr. Heins was 
one of the eight incorporators of the 
new Association. He was Presi- 
dent in 1889-91. So my connection 
with accounting societies has been 
exactly fifty years. I started as the 
Society’s office boy and, as is the 
case with all office boys, I worked 
up. 
The first law establishing the pro- 
fessional designation of certified 
public accountant—C. P. A.—was 
passed in New York on April 7, 
1896, and was approved by the Gov- 
ernor of the Empire State a month 
later. In May 1896 J. E. Sterrett 
sent to certain other Philadelphia ac- 
countants, among whom were the 
late John Heins, Lawrence E. 
Brown, and Charles N. Vollum, 
copies of the bill just enacted in 
New York State and suggested that 
Pennsylvania should make a move 
in the same direction. Mr. Francis 
and Mr. Brown supported the propo- 
sition, but Mr. Heins was not in 
favor of doing any such thing. 
Nothing was done at that time. 

A year later, the New York 
C. P. A. certificates having been 
issued, an actual start was made in 
Philadelphia. In a letter dated 
March 16, 1897, and signed jointly 
by John W. Francis and J. E. Ster- 


rett, these pioneers wrote their pro- 
fessional brothers: 


We think it wise at this time to ask 
a few of the leading accountants of this 
city to discuss the subject and consider 
the advisability of taking some action 
along similar lines in our own state. 
We therefore cordially invite you to an 
informal meeting, to be held at this office, 
on Tuesday evening, March 23, 1897, at 
eight o’clock. 


After the formation of societies 
in several states, the inevitable hap- 
pened ; it was proposed to organize a 
league of state societies for the bet- 
terment of each and all. The Penn- 
sylvania Institute was approached 
and asked to cooperate. 

In due course official action of the 
Pennsylvania Institute was taken 
and two delegates were appointed— 
the late Mr. A. R. Barrett and my- 
self. 

The first convention was held at 
the New Willard Hotel in Washing- 
ton on October 28, 1902, and was an 
immediate success. 

Each group added something to 
the name, until in the end the poor 
baby was overburdened with the fol- 
lowing : The Federation of Societies 
of Public Accountants in the United 
States of America. 


FEDERATION OF SOCIETIES OF 
PusLic ACCOUNTANTS 


Thus happened my first contact 
with a national organization of 
public accountants. The President 
of the Illinois Society of Public Ac- 
countants, George Wilkinson, was 
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elected Secretary. He was the 
organizer and directed all of its 
affairs. He was a good accountant 
and loved his fellow men. I was 
very fond of him and was glad to 
help all I could. I was elected Treas- 
urer. In those days treasurers 
usually were men who were known 
as Honest Bill or Honest John. In 
fact, the Treasurer of the City of 
Philadelphia about that time had 
been called “Honest John” for 
many years. He stole a million dol- 
lars. I recall visiting him in prison 
to get some much needed informa- 
tion. I didn’t get it. But no one 
called me “Honest Bob” before or 
after that election. It probably kept 
me out of jail. I enjoyed the con- 
tacts with accountants from other 
States. 

‘In September 1904 George Wil- 
kinson organized the first Interna- 
tional Congress of Accountants. 
At that time he said: 

I wish to express to you the great obli- 
gation that I feel to my friend, Mr. 
Montgomery, for the help he has given 
the organization. There has never been 
a moment that he was not ready to help. 
During these last two years he has been 
constantly ready to aid the Secretary of 
the Federation and no service was too 
much to ask of him, no personal incon- 
venience too great. 


I succeeded Mr. Wilkinson as 
Secretary of the Federation in Octo- 
ber 1904. In working out the 
merger with the American Associa- 
tion, the representatives from the 
Federation were A. Lowes Dickin- 
son, George Wilkinson, and myself. 


THE AMERICAN ASSOCIATION OF 
Pusiic ACCOUNTANTS 


I have mentioned my physical con- 
tact with the American Association 
in 1889 when I press-copied the 
President’s notices “no quorum—no 
meeting.” 

I became a member in 1905 when 
the Federation merged with the 
Association. By October 1905 ten 
state societies (including Pennsyl- 
vania) had joined. 

In 1907 I attended the annual 
meeting in St. Paul. I responded to 
the speeches of welcome. There was 
great activity, particularly over by- 
laws. I was quite worked up about 
professional ethics. The propo- 
nents of rigorous rules were not 
practical in their efforts. They 
ignored actual conditions in the 
United States. I was in favor of 
educating the newcomers before we 
tried to discipline them. 

In 1908 we met in Atlantic City. 
The society members had grown to 
fourteen. I had had some experi- 
ence with holding companies which 
were alert to take up profits of sub- 
sidiaries but were inclined to forget 
deficits. In following George O. 
May in the discussing of a paper by 
William Lybrand on “The Account- 
ing of Industrial Enterprises,” I 
said : 

I just want to supplement one point 
Mr. May brought out and I want to go 
a little bit further. Mr. May mentioned 
that the surplus which belongs legally to 


the minority stockholder in a subsidiary 
company is not considered as a part of 
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the surplus of the holding company, be- 
cause the minority stockholder must be 
supposed in time to receive that surplus 
in dividends. He should receive it and 
it belongs to him. On the other hand, I 
think the deficit in a subsidiary company 
which is largely owned or controlled by 
the holding company—if that subsidiary 
company is a necessary part of the group 
of companies, and necessary for the 
operation of the holding company effec- 
tively, I think the opposite treatment 
should be made of the deficit. I think the 
holding company should take up the en- 
tire deficit. If a company holds 90 per 
cent of the stock of a subsidiary company 
and the subsidiary company shows a loss, 
I think the holding company should take 
up 100 per cent of the loss, because if 
they don’t take up the loss in that way, 
they must meet it as one of its bad debts 
or through depreciation in the value of 
the capital stock of the subsidiary com- 
pany owned. 


I was made Chairman of the 
Committee on Bankers Credit Infor- 
mation. I was toastmaster at the 
banquet. Representatives from 
English, Scottish, and Canadian so- 
cieties were present, all of whom 
spoke. 

The annual meeting in 1909 was 
held in Denver. At the banquet my 
subject was “Three Days in Denver 
and What I Have Learned.” I 
hadn’t learned much. We had 
grown to a total of 23 Society mem- 
bers. 

On January 10, 1912 I appeared 
before the Ways and Means Com- 
mittee of the House in support of an 
amendment to permit corporations 
to report for their natural fiscal 
years. 


The annual meeting in 1912 was 
held in Chicago. I read a paper on 
“Federal Control of Corporations.” 
I was elected President. Not, kind 
reader, as you generously assume, 
due to the brilliancy of the paper. 
It wasn’t so much. But there was 
quite a contest on among the more 
prominent members and I was the 
compromise. I was reelected Presi- 
dent in 1913. 

In 1913, during my term of office, 
the Association published a booklet 
based upon the expression of opin- 
ion of 850 bankers in various parts 
of the country given in reply to a 
request for information relative to 
the attitude of the banks in the 
matter of the certification of bor- 
rowers’ statements by public ac- 
countants. 


NATURAL BUSINESS YEAR 


In 1915 I was Chairman of a 
Committee on “Distribution of 
Work.” I reported orally that I had 
in mind interesting the various 
trades and industries of the country 
in the establishment of fiscal years 
most suitable to each, with the idea 
of spreading the accounting work 
over the whole year. 

In 1935, while president of the 
American Institute of Accountants, 
I suggested and assisted in the 
organization of the Natural Busi- 
ness Year Council. It includes not 
only representatives of accounting 
organizations, such as the Institute, 
various State Societies of C. P. A.’s, 
and the National Association of 
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Cost Accountants, but also repre- 
sentatives of credit granting and 
business organizations such as 
American Management Association, 
Dun & Bradstreet, National Asso- 
ciation of Credit Men, New York 
Credit Men’s Association and 
Robert Morris Associates. The 
organization of this Council seemed 
to me to be of especial importance 
because it emphasized not merely 
that the more general adoption of 
natural business years by business 
concerns would enable professional 
accountants to render better service 
to their clients but that a more wide- 
spread use of natural business years 
would be to the benefit of the busi- 
ness concerns using them and of the 
banks, credit men, stock exchanges 
and taxing authorities with whom 
such concerns have business rela- 
tions. 


THE JOURNAL OF ACCOUNTANCY 


The first number of The Journal 
of Accountancy was that for No- 
vember 1905. I was handed the job 
of getting it started. We organized 
a corporation with common and pre- 
ferred stock. I went around with 
my hat in my hand to leading ac- 
countants, mostly in New York and 
Philadelphia, and sold enough pre- 
ferred stock to embark on the ven- 
ture. 

The Journal grew into the out- 
standing periodical of its class in 
this country. The profession has 
reason to be proud of its record. 


AMERICAN INSTITUTE OF AC- 
COUNTANTS 


The American Institute was 
organized in 1916 as a reorganiza- 
tion of the American Association 
of Public Accountants. 

In 1917 I was Chairman of the 
Committee on Federal Legislation. 
The other members were George O. 
May and Harvey S. Chase. At the 
request of the Federal Trade Com- 
mission, we prepared a program for 
audit procedure, which was ap- 
proved by that Commission and 
transmitted to the Federal Reserve 
Board, published in the Federal Re- 
serve Bulletin and reprinted in 
pamphlet form for general distribu- 
tion under the title: “Approved 
Methods for the Preparation of Bal- 
ance Sheet Statements.” It had a 
iarge circulation. 

In 1929 the foregoing was super- 
seded by “Verification of Financial 
Statements,” prepared by a new 
committee of the Institute of which 
Arthur W. Teele was Chairman. It 
also was published by the Federal 
Reserve Board. 

In 1934 another special commit- 
tee was appointed to revise the Bul- 
letin. The Chairman was Samuel 
J. Broad. My partner, Norman 
Lenhart, was a member of the Com- 
mittee. The Committee had many 
meetings and did an enormous 
amount of work. The job was well 
done. The new Bulletin was en- 
titled “Examination of Financial 
Statements by Independent Public 
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Accountants.” Up to January 1, 
1939 about 50,000 copies had been 
distributed. 

In 1916 I was Chairman of a 
committee which cooperated with 
the Federal Trade Commission in 
the development of uniform systems 
of accounts and records of various 
industries. The records show that 
we passed on new systems for the 
following: retail merchants; manu- 
facturers; lithographers; pipe and 


supplies ; paper and pulp; and chairs. - 


In 1917 the American Institute of 
Accountants appointed a War Com- 
mittee of which I was a member and 
served in Washington. Our chief 
job was to help in developing sound 
bases for keeping records and deter- 
mining accurate costs. Later on 
our Committee became the Account- 
ancy Committee of the War Indus- 
tries Board. 


ENDOWMENT FuND 


In 1917 George O. May, of Price, 
Waterhouse & Co., on behalf of his 
partners and himself made a splen- 
did offer to start an endowment fund 
for the Institute, large enough to 
furnish much needed facilities the 
lack of which hindered the growth 
of the Institute. I was appointed 
Chairman of the Collections Com- 
mittee. We raised $150,000 at that 
time. 


ONE NATIONAL ORGANIZATION 


In the Financial Record of Sep- 
tember 14, 1904, I was quoted as 
follows : 


I feel . . . that itis incumbent upon 
the present generation to build for the 
future and am anxious to see fulfilled at 
the earliest possible date that hope which 
so many have just now—OneE National 
Federation or Association, ONE society 
in each state and ALL working together 
for the highest ideals which alone will 
bring respect from our clients—the 
public. 


In December 1921, when the 
American Society was formed, I 
felt that a great mistake had been 
made. I thought that the criticisms 
of the Institute at that time were 
justified, but I also thought that, if 
those of us who thought so were 
right, the evils could be and would 
be corrected within the Institute. 

In 1923 I thought it time to ex- 
press my thoughts publicly, and did 
so in my report as President of the 
New York State Society to its mem- 
bers. There were diehards in both 
national organizations and get-to- 
gether progress was slow. Matters 
came to a head early in 1935. I was 
asked to accept the nomination for 
President of the Institute. I said I 
didn’t want it and would refuse to 
run except on a clear-cut platform of 
merger with the Society. A rather 
acrimonious contest waged for sev- 
eral months prior to the annual meet- 
ing, which was held in Boston. In 
the balloting I received about 75 per 
cent. of the votes. 

I was sure that the vote for me 
supported the merger and that the 
quicker we got together the better. 
We had many meetings with the 
representatives of the Society and 
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reached an agreement by the time of 
the annual meeting in Dallas in Sep- 
tember 1936. 

The year 1937 was notable for 
the consummation of the merger. 
Today the Institute has more than 
5,000 members as against 2,200 
when I was elected President. The 
cessation of duplicate activities of 
the two bodies resulted at once in a 
new spirit of cooperation among 
state societies and thus raised the 
prestige of the Institute. Further- 
more, the profession had been 
greatly handicapped in its contacts 
with governmental agencies in 
Washington, due to inability of the 
representatives of the two societies 
to represent the interests of the pro- 
fession as a whole. Since the 
merger the Institute has been able to 
speak for all. 


THE FIFTIETH ANNIVERSARY AND 
SINCE 


The golden anniversary of the 
Institute was celebrated in New 
York in October 1937. About 
2,000 accountants and guests were 
present at one or another of the cere- 
monies. We had a gorgeous time. 
Mrs. Montgomery and I gave a 
luncheon to the foreign visitors and 
presidents of state societies and 
their wives at our home in Green- 
wich. 

The task of delivering the presi- 
dential address devolved upon me. 
It was the year of the merger of the 
two national organizations as well 
as the fiftieth anniversary of the 


Institute. My obvious job was to 
review the progress and attainments 
of the profession during its fifty 
years. I selected as a title, “What 
Have We Done and How?” It was 
well received and I was content. The 
full text appeared in the November 
1937 issue of The Journal of Ac- 
countancy. 

In October 1937 Clem Collins 
was elected President and reelected 
in Cincinnati in 1938. He asked me 
and I consented to serve both years 
on the Executive Committee. In 
1938 the Institute leased a large part 
of the building 13-15 East 41st 
Street for a term of twelve years. 
A committee, consisting of Fred H. 
Hurdman, Patrick W. R. Glover, 
and myself, was charged with the 
duty of decorating and furnishing 
the new quarters. We did a good 
job. That is, Fred Hurdman did. 

I am willing to look upon my 
fiftieth anniversary address as my 
swan song as an officer of an account- 
ing organization. Any regrets I 
have are more than balanced by 
grateful memories of countless 
hours of work and play with the 
leaders of the profession in the 
United States and Great Britain. 
Emotions of which I am _ not 
ashamed overpower me when I 
think of the kindly forbearance, 
courtesy, and kindnesses shown me 
by public and private accountants 
from every part of the United 
States, starting in 1889 and which 
were stronger in February 1939 my 
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heart tells me than at any previous 
time. 

I wish I could name just a few, 
but there are more than a few. God 
has been good to me and God will- 
ing I will, in the remaining years of 
my life, try to show by word and 
deed that I always have been con- 
scious of these kindnesses and 
keenly deplore my inability to make 
an adequate response. 


New York STATE SOCIETY OF 
CERTIFIED PuBLIC ACCOUNT- 
ANTS 


I had some difficulty in joining 
the New York State Society. I 
moved to New York in 1902. I 
had received my Pennsylvania cer- 
tificate by waiver on June 15, 1899. 
It was the only way I could get it 
then as I was one of the original 
group. It was the same in New 
York with those who got the law 
through. I had been admitted to the 
Bar in Philadelphia by examination 
in 1900, and was admitted in New 
York, on motion, without examina- 
tion in 1904. But the New York 
accountants, who were running the 
show, wanted me to take the New 
York C. P. A. examination. I 
thought a new profession like ac- 
countancy should not high-hat an 
old profession like the law, and that 
reciprocity was worth fighting for. 
So I fought. In looking over The 
Journal of Accountancy, I find that 
I wrote at least one very caustic 
letter telling the New York lads 
what I thought of them. Finally in 


1912 an amendment to the C. P. A. 
law was passed, under which Joseph 
E. Sterrett, William M. Lybrand, 
and I, with one or two others, were 
granted our certificates, after which 
the bars were put up again. In the 
course of time, reciprocity has be- 
come the rule rather than the excep- 
tion. But some states have erected 
barriers which are no credit to the 
profession. 

I was elected First Vice President 
of the New York Society on May 
9, 1921, was one of the speakers at 
the banquet held in connection with 
the Twenty-fifth Anniversary on 
April 10, 1922, and was elected 
President in 1922. I served two 
years. 

During my term of office I was 
very active. I was responsible for 
the creation of technical committees 
which brought a great many of the 
younger men into active work and 
into professional relationships which 
were not feasible at monthly meet- 
ings. I instituted the custom of all- 
day meetings. Both of these inno- 
vations were so well received that 
they are continued to this day. 

In 1935 I was Chairman of the 
Society’s Committee on One Na- 
tional Organization. In April 1937 
I delivered an address before the 
Society, entitled “Four Decades in 
Education for Accountancy.” 

For some years I was Chairman 
of the Society’s Committee on Co- 
operation with Bankers. Some- 
times we had joint meetings with 
the Robert Morris Associates (com- 
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posed of credit men from all banks) 
which were the occasion of questions 
and answers from both organiza- 
tions. I enjoyed these meetings and 
formed many lasting friendships 
with the bank officers who led and 
participated in the meetings. 


CoUNCIL ON ACCOUNTANCY 


The Council was appointed in 
September 1931 by the Board of 
Regents of New York State pur- 
suant to a provision of the educa- 
tional law of the state enacted in 
1929. The law provides that: 


The duties of the council are to advise 
with the Department of Education, the 
Board of Examiners and other public 
officers concerning the article of the edu- 
cational law which provides for the 
granting of credentials as certified public 
accountants after examination. 


At the first meeting of the Coun- 
cil of five members in 1931, I was 
elected Chairman and still act in that 
capacity. In 1936 we were all re- 
appointed. There wasn’t much do- 
ing until 1939. Now we have in 
hand possible changes in auditing 
procedure, licensing public account- 
ants, and several other matters. 


THE ACCOUNTANTS CLUB 


The Accountants Club was the 
outgrowth of a small social organ- 
ization, known for a time as the 
Round Table, which was founded in 
1906, and of which the late E. W. 
Sells was the originator. 

The Accountants Club of America 
was incorporated on May 7, 1926. 


I was elected President. We rented 
nice rooms in the Hotel Belmont, 
corner Park Avenue and 42nd 
Street. We were obliged to move 
when the hotel was torn down. We 
became more ambitious and leased 
the penthouse and adjoining rooms 
in the Hotel Montclair. We fur- 
nished the rooms in good taste and 
for several years the club flourished. 
Many of us can look back to inter- 
esting meetings and meals where we 
formed new and lasting friendships. 

Came the depression and burdens 
on many of our members which com- 
pelled them to resign. Permanent 
quarters were surrendered. Meet- 
ings since have been held whenever 
and wherever convenient. Some of 
my friends have maintained the 
traditions of the club and there is 
talk of again establishing club 
rooms. 

I am the Honorary President of 
the Club. 


THE ACCOUNTANTS POST OF THE 
AMERICAN LEGION 


After the war most of the veterans 
wanted to join the American Legion. 
When an Accountants Post was pro- 
posed in January 1920, I was asked 
if I would serve as Commander. I 
was anxious to see it succeed, so I 
consented. I served in that office 
until the enthusiasm of most veterans 
for Post meetings subsided. There 
wasn’t enough of mutual interest to 
keep them going. The big posts 
survived. The small ones petered 
out. Many of the members of the 
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Accountants Post joined the Ac- 
countants Club, which served as a 
more convenient meeting ground. 





Outside Organizations 


I have always thought that pro- 
fessional men should take an active 
interest in the various organizations 
which are a necessary part of our 
social structure. It may be that it 
is a form of business getting, al- 
though the practitioner who tries too 
hard doesn’t get clients that way. 


YounGc MeEN’s CHRISTIAN AsSSO- 
CIATION 


I had a very genuine interest in 
the Young Men’s Christian Associa- 
tion in Philadelphia and I continued 
my interest in New York. There I 
met William M. Kingsley who, in 
the early days, next to Ray Owen 
was most helpful in obtaining 
clients. 


Unitep Hospitat Funp, N. Y. 


I was asked to take the chairman- 
ship of a committee of hospital ac- 
countants who were working with 
the United Hospital Fund of New 
York City. The Fund collected a 
large sum every year which was ap- 
portioned to all of the city hospitals 
cn certain bases. It was necessary 
to have the hospitals keep uniform 
accounts or any fair division would 
have been impossible. 

I knew little about hospital ac- 
counts, but I was told that there were 


many differences of opinion regard- 
ing systems and methods, and what 
they wanted was someone to decide 
who was right. The work was car- 
ried to a highly successful conclu- 
sion after several years of continu- 
ous intensive work. I had very little 
to do with it but I received a lot of 
credit. I was elected a member of 
the Board of Trustees and still serve 
in that capacity. 

I headed the Accountants’ Com- 
mittee in the annual campaign for 
funds for a number of years. 


MERCHANTS’ AssociATION, N. Y. 


Having served on the Merchants’ 
Association of New York’s Tax 
Committee for a number of years, I 
was asked also to serve on the Chari- 
ties Committee. The work of that 
Committee is to see to it that mem- 
bers need not make any contribu- 
tions to soliciting organizations 
whose records do not deserve sup- 
port. Fora while we had a good bit 
of investigating to do, but finally the 
work was well organized and very 
few meetings have been necessary in 
recent years. 


BowLinG GREEN NEIGHBORHOOD 
AssociaTION, N. Y. 


The Bowling Green Neighbor- 
hood Association was another 
organization in which I had a 
genuine interest. Few people real- 
ize how many people used to live 
south of Canal Street. The mortal- 
ity rate was unbelievably high. The 
women who spent many hours every 




















42 


L. R. B.& M. Journal 





day in the down town offices had all 
sorts of serious diseases. I was 
elected to the Board and served as 
Treasurer for some years. 

In March 1925 William Hamlin 
Childs, President of the Association, 
made a gift of $250,000 with which 
we built the Downtown Community 
House. It was separately incorpo- 
rated. I was elected Treasurer and 
a Director. William Travers 
Jerome, the most famous district at- 
torney New York City ever had, was 
elected Secretary. 

The Trustees included Junius S. 
Morgan, Jr., senior partners of other 
leading banking firms such as Kuhn, 
Loeb & Co., the presidents of the 
Standard Oil Co. of New Jersey, 
General Electric, Westinghouse 
Electric, New York Life, and other 
corporations. Altogether it was one 
of the most enjoyable experiences I 
have had outside of purely profes- 
sional activities. 

I find in my scrap book that we 
held a Better Baby contest on June 
9, 1924. I was on the committee 
with several bank presidents and 
such like. I don’t remember much 
about the entrants. 


METHOpDIsT SOCIAL UNION 


In looking over an old scrap book, 
I was astounded to find that at one 
time I was President of the Meth- 
odist Social Union of New York 
City. My reason for mentioning it 
is that a newspaper clipping shows 
in bold headlines, “Says Gaynor 
Spoke Falsely’—and R. H. Mont- 


gomery of the Methodist Union 
adds, ‘Mayor knew he did.” 


AMERICAN ARBITRATION ASSOCIA- 
TION 


The settlement of business dis- 
putes by arbitration is obviously ad- 
vantageous to everyone except the 
lawyers. For some reason I was 
elected a Director of the American 
Arbitration Association which has 
taken over this good work in a big 
way. 

I served two or three times as an 
arbitrator for the Chamber of Com- 
merce of the State of New York, 
while I was a member of that organ- 
ization, and later as a member of the 
panel of the Association. 


NATIONAL RECOVERY ADMINIS- 
TRATION 


In December 1933, as I boarded 
the train for Miami, I received a 
telegram from Hugh Johnson (Ad- 
ministrator of the N. I. R. A.) that 
certain things had gone haywire and 
he wanted me to join him in Wash- 
ington. After I reached Miami we 
exchanged long telegrams. I finally 
and reluctantly said I would try it 
out. I joined up and was made 
Director of Research and Planning, 
and something else. It doesn’t mat- 
ter what, because I never took the 
oath of office, received no salary, and 
paid my own expenses. I did as- 
sume the office and reorganized it 
and signed my name as Director. I 
labored long hours over the evils of 
selling below cost, but I couldn’t see 
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any way of controlling the men who 
might have to sell if they needed 
money for payrolls. I did some- 
thing constructive in connection 
with defining costs. I also did a lot 
of odd jobs for Hugh, just as I did 
in 1918. 

I worked out a wonderful plan to 
stimulate recovery by adjusting in- 
come taxes which appealed so much 
to Hugh that he had me submit it, 
with his approval, to Secretary Mor- 
genthau. But the Secretary had to 
submit it to an adviser and to an 
assistant who didn’t understand it, 
and so it was filed or shelved. I still 
think it would have worked. 

When I found I could not take 
the oath of office unless I resigned 
from all of my professional connec- 
tions, I resigned. 

The United States Chamber of 
Commerce called a meeting of indus- 
trial leaders in Washington on May 
2, 1934. 

I was reported in the New York 
Herald Tribune as saying: 


Urces STRESSING QUALITY 


Robert H. Montgomery, of New York, 
who was head of the research and plan- 
ning division of the N.R.A., asserted that 
no satisfactory uniform cost formula 
could be devised for the purpose of pro- 
tecting “fair prices.’ He analyzed 
briefly the various types of price-pro- 
tecting mechanisms in the N.R.A. codes. 
He urged manufacturers to abandon an 
excessive preoccupation with competi- 
tion in price, which, he said, had led to 
the extensive exploitation of inferior 
merchandise, and to concentrate on goods 
of higher quality at a fair price. 


INTERNATIONAL CHAMBER OF CoM- 
MERCE 


George Holmes and I were part 
of the delegation from the Mer- 
chants’ Association at the meeting 
of the International Chamber of 
Commerce held in Rome in March 
1923. We met Mussolini twice. 





Books 


Soon after the formation of Penn- 
sylvania Institute in 1897, it was 
realized that the examinations called 
for by the C. P. A. law meant that 
applicants must have opportunities 
to study. Classes were organized 
and I, among others, was drafted to 
teach one of the subjects. When I 
looked for a text book which the 
students could use, I found none 
suitable. Dicksee’s Auditing, pub- 
lished in England, was available but 
it had hundreds of pages of statutes 
applicable solely to English practice. 
I used it as well as I could for a year 
or two, but the students were reluc- 
tant to pay its high cost. I thought 
of writing to Mr. Dicksee and sug- 
gesting that I bring out an American 
edition of his book and share the 
profits. I consulted my friend, A. 
Lowes Dickinson, senior partner in 
America of Price, Waterhouse & Co. 
I had been very closely associated 
with him in the Federation of Socie- 
ties and had formed for him the 
highest possible affection and re- 
spect. He was never too busy to 
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help me in any matter no matter 
how trivial, even at a time when he 
was extremely busy on professional 
engagements of great importance 
and I had no professional work on 
hand. He satisfied Mr. Dicksee that 
I was all right, the revision was au- 
thorized and in 1904 was published. 
I couldn’t find a publisher willing to 
take the risk, so I printed the first 
edition at my own expense. 

Commencing soon after the pub- 
lication of my edition of Dicksee’s 
Auditing, I received letters from 
prospective students and practition- 
ers regarding various phases of ac- 
counting practice. I have replied to 
all of these communications which 
continue to come to this day. It has 
been a pleasure and an incentive to 
write creditably enough to arouse 
the interest of so many young men 
who are keen to learn. 


REVIEWS OF DICKSEE’s AUDITING 


A review of Dicksee’s Auditing 
by Dr. E. S. Meade, one of the edi- 
tors of The Journal of Accountancy, 
appeared in the first issue of the 
Journal in November 1905. It was 
highly complimentary. 

The Journal of Accountancy for 
April 1910 had this to say: 


Mr. Montgomery’s second edition of 
the American rendition of Dicksee’s 
Auditing is a distinct improvement, not 
only over the first edition but also over 
anything else that has yet been pub- 
lished on this subject. The principal 
reason for this seems to be that the book 
contains a great deal more of Mont- 
gomery than it does of Dicksee. It is a 


pity that the author has been led by his 
modesty to call it Dicksee’s Auditing at 
all and we trust that the next edition will 
be styled American Auditing by R. H. 
Montgomery, and will contain only a 
recognition of the debt due to Dicksee 
not only by the author but also by the 
entire profession. ‘ 


STYLE 


In making over Dicksee’s Audit- 
ing to what I believed to be a differ- 
ent audience, I tried to use short and 
easily understood words. Some 
years later I was much pleased to re- 
ceive word from the Boston office 
that an authority on writing had ex- 
pressed his approval of my style. 
The following is taken from the 
L. R. B. & M. Journat for Janu- 
ary 1921: 


A short time ago the Boston Office 
added to its library two books entitled 
“Language for Men of Affairs,” edited 
by James Melvin Lee. Mr. Sweet’s 
secretary in reading the second volume 
on “Business Writing,” discovered a quo- 
tation from Colonel Montgomery’s 
Auditing Theory and Practice and the 
following interesting comment thereon: 

“Compare the following passage, 
strong but not heavy, by a man of prac- 
tical efficiency who knows how to write: 


‘The prospective purchaser of a 
business wants to know as much of its 
past history as a man does of his pros- 
pective bride. He usually contem- 
plates joining fortunes for an indefi- 
nite period, and his associations must 
represent more than mere financial 
gain. Who is better equipped to pass 
on the enterprise from almost every 
point of view than an experienced 
auditor ? . 

“What does a prospective purchaser 
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want? It is not enough that the report 
of the auditor, the appraiser, or the 
engineer show that the assets, as repre- 
sented, are in existence or that the 
earnings equal the guaranteed esti- 
mates. It is of quite as much impor- 
tance to be assured that the manage- 
ment as it existed at the time of the 
examination was all that could be de- 
sired. Assets are sometimes accumu- 
lated and earnings realized through 
cumulative circumstances which are no 
longer a factor, or under the admin- 
istration of men no longer connected 
with the enterprise.’ 


“The preceding example illustrates the 
third requirement of the vocabulary of 
writing, which is no less important than 
the others—simplicity, naturalness, idio- 
matic quality.” 


My Own Boox 


By 1912 I was greatly dissatisfied 
with Dicksee’s Auditing. My part- 
ners and I had built up a fine prac- 
tice and were doing much more work 
in audits than was called for by that 
book. I determined to bring out a 
book of my own. I notified Mr. 
Dicksee of my decision, and in 1912 
the first edition of my Auditing 
Theory and Practice appeared. 

The jump from Dicksee’s Audit- 
ing to mine was commented on as 
follows in The Journal of Account- 
ancy for October, 1912: 


No lack of appreciation of the 
value which Mr. DicksEE’s Book has pos- 
sessed in this country is implied in the 
statement that Mr. MontTGomery has 
achieved an exceptional success in pro- 
ducing such a work, which must unques- 
tionably be accepted as the standard 
American book of reference and text- 
book on the subject. 


The American Economic Review 
for June 1913 contained a three- 
page review of my first edition by 
Professor T. W. Mitchell (Uni- 
versity of Minnesota). It con- 
cludes, “it is the most valuable hand 
book on auditing published.” In 
1915 I compiled a students’ edition 
from the regular edition. 

The second edition of Auditing 
Theory and Practice published in 
1916 included 94 pages devoted to 
the federal income tax. 

The review in the same publica- 
tion for March 1917 (two pages) 
by Professor W. M. Cole of Har- 
vard said about the second edition: 
(The reviewer’s) “task offers the 
opportunity to express with new en- 
thusiasm and in new measure his ap- 
preciation of the book.” The Wall 
Street Journal review said, “is a 
standard work; and it is so largely 
because it puts emphasis where 
emphasis belongs—on intelligence 
and judgment—as contrasted with 
mechanical checking of figures.” 
The Journal of Accountancy con- 
tained an extended and favorable 
review. 

Commencing with the second edi- 
tion the book was frequently re- 
ferred to as “The Accountants’ 
Bible.” The third edition included 
a second volume on special classes 
of audits. I never thought much of 
the second volume and discontinued 
it. 


The fourth edition appeared in 
1927. 
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In its review the San Francisco 
Chronicle said: 


Mr. Montgomery was one of the first 
to take the field in expounding the mod- 
ern science of accounting with constant 
emphasis on its practical aspects. He 
has kept pace with the times and is still 
well out in front, leading an increasing 
multitude of progressive thinkers. . . . 


The Journal of Accountancy said : 


“Good practice,” by the way, does not 

mean that the author poses as Sir Oracle; 
he makes it clear that his book is not 
merely a text for students but is a broad 
survey, review and commentary on audit- 
ing practice in the United States. 
The old criterion was apt to be, “Does 
the balance-sheet conform to traditional 
rules?” The new is, “Does it show the 
facts?” To my mind this is the most 
striking impression conveyed in compar- 
ing the Dicksee of 1905 with the Mont- 
gomery of 1927. It marks the gradual 
development of the professional auditor 
from a mere checker of items, postings, 
additions, etc., to the competent analyzer, 
valuer and advisor of the present day. 
Professor Montgomery lays particular 
stress upon the last service, that of mak- 
ing constructive suggestions to the client, 
saying, “I believe that the most valuable 
service which professional auditors can 
render is in reports which are not for 
general publication.” 


The N. A.C. A. Bulletin said: 


This volume has long been the back- 
log of every accountant’s library. . . 


Many of the other reviews con- 
sisted largely of quotations from my 
preface. 

The fifth edition appeared in 
1935. Modern Finance, the N. A. 
C. A. Bulletin, The Journal of Ac- 
countancy, and the Yale Law Jour- 





nal were among the publications 
which contained commendatory re- 
views. 


AUDITING PRINCIPLES 


Phil Warner, who always wanted 
something easier to sell, complained 
that my book did not tell students 
exactly what to do in conducting an 
audit. I told him that I myself did 
not know, so I couldn’t tell others. 
He said I left too much to imagina- 
tion and curiosity. Of course Phil 
wasn’t bitter, he was merely trying 
to sell my book to everybody. At 
his request Walter Staub and I fur- 
nished him with the manuscript of a 
book which was not so big and which 
told students what to do and left 
less to their imagination. It was 
called “Auditing Principles” and 
was published in 1923. It is out of 
print. 


HELPERS 


I had lots of help in the various 
editions of Auditing. My purpose 
from which I never deviated was to 
assemble the best obtainable audit- 
ing practice. When I was in doubt 
I mentioned the alternatives; when 
I had a conviction regarding the best 
procedure I usually omitted alterna- 
tives. In my prefaces I gave full 
credit to my associates, usually 
partners, and accountants in our 
offices. We always made extensive 
efforts to ascertain what other pro- 
fessional auditors were doing. We 
went to such lengths in this direction 
that I never hesitated to state that, 
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at the date of publication, the volume 
represented good auditing procedure. 


SALES 


Up to December 31, 1938 there 
had been sold 84,000 copies of 
Auditing Theory and Practice and 
18,000 copies of Auditing Prin- 
ciples. Sometime soon there will 
be another edition of Auditing 
Theory and Practice. There have 
been some changes in procedure 
which require a new edition. But 
there have been no changes in prin- 
ciples. In looking over the fifth edi- 
tion I find nothing of real importance 
to modify. 


OTHER Booxs 


In 1910 I edited The American 
Business Manual, touted as “Sys- 
tems and Secrets of Modern Busi- 
ness” for P. F. Collier & Son. The 
set was peddled by salesmen as a bait 
for subscriptions to Collier’s Maga- 
zine. 

They fooled me about the pos- 
sibility of the sale and induced me to 
accept $1,000 flat. Later I was told 
that they sold at least 100,000 sets. 
It was my last venture of that kind. 
It contained some very good stuff. 
Among the contributors were A. 
Lowes Dickinson, James G. Can- 
non, Hugh Chalmers, and others 
well known in financial, business, 
and professional circles. 


FINANCIAL HANDBOOK 


The Ronald Press Company was 
anxious to publish a handbook deal- 





ing with financial problems and data 
which would appeal to men who man- 
age finances. I agreed to act as edi- 
tor. The book was published in 
1925. There were 37 sections, all 
written by specialists in their par- 
ticular lines. The section on Real 
Estate was written by Philip A. Ben- 
son, C. P. A., now President of the 
American Bankers Association. 

Among the newspapers and maga- 
zines which published reviews ex- 
pressing commendation of the book 
were the Wall Street Journal, New 
York Evening Post, Trust Com- 
panies Magazine, National Income 
Tax Magazine, and The Journal of 
Accountancy. 

A second edition was published in 
1933, which also received com- 
mendatory notice. 

It became impossible for me to 
supervise other editions. Changes 
in finance under the New Deal are 
too frequent. I resigned as editor 
in 1938. 





Other Accounting Activities— 
Shipping Board 


President Harding liked to say 
that Albert D. Lasker, of the Lord 
& Thomas advertising firm, was the 
smartest man in the United States. 
I had met him through Ray Owen 
and my firm had done some account- 
ing work for him. In 1921 Presi- 
dent Harding appointed him Chair- 
man of the Shipping Board, the big- 
gest problem and the most contro- 
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versial legacy left from the World 
War. The United States was in a 
vast business it didn’t know any- 
thing about and had no idea what it 
owned or why. It was known that 
several billions of dollars had been 
spent. What was left, no one knew, 
In these New Deal days, a billion 
here or there is chicken feed. In 
1921 it was big money. 

I went to Washington as Assist- 
ant to the Chairman in charge of 
finance and accounts. It was an ac- 
counting mess. I was told that if a 
customer wanted to know how he 
stood, it was necessary to consult 65 
different ledgers. There was no in- 
ventory of property owned. 

I was told that the Comptroller 
General of the United States had dis- 
approved $700,000,000 of vouchers. 
1 found that the Shipping Board had 
a large staff trying to satisfy the 
Comptroller General. When I 
found that they couldn’t find a mil- 
lion of acceptable vouchers a week 
and it was getting harder all the 
time, I took the responsibility of 
cutting out that section. It may 
have been reopened under the New 
Deal! 

I found that there were 3,200 em- 
ployees in the Comptroller’s Depart- 
ment. I knew that the business be- 
ing done would not justify a staff 
half that big. I asked Lasker’s per- 
mission to make the cut. He said 
“O. K.—anyhow they are all Jersey 
City Democrats appointed by Joe 
Tumulty.” I told the heads of sec- 
tions what I proposed to do. I had 


very little cooperation. I called them 
in on a Friday and said: “I am leav- 
ing for New York. I will return 
Monday. I want a list reducing the 
staff one-half. It is to be in money 
—not office boys. You know the 
jobs, I don’t. If the lists are not 
ready on Monday, I will take the pay- 
roll sheets and reduce the payroll 
one-half. I will strike off every 
other name, starting either with the 
first or second name in each section. 
I mean precisely what I say.” 

Of course the lists were ready. 
But for once Lasker was wrong. 
Many of the Jersey City Democrats 
had reformed and posed as Republi- 
cans. For days our offices were full 
of Senators and Representatives ob- 
jecting to the cut. But we had 
pledged ourselves to reduce ex- 
penses by many millions a year and 
we did it. 


THE INVENTORY 


On the whole I enjoyed the work. 
It purported to be a business organ- 
ization which required an inventory 
and a balance sheet. I was told by a 
former chairman that he had spent 
six months and $500,000 in trying to 
take an inventory and he gave it up 
as a bad job. I said, “An inventory 
must be taken in one day or it’s no 
good.” We took the inventory in 
one day by preparing for it in ad- 
vance. 

Taking an inventory is easy when 
you know how to do it. Someone 
invented a sort of tag system. If 
your inventory date is May 31 and 
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you have about 10,000 items of stock 
on hand, you prepare 10,000 tags 
and write a description on each one 
showing class, quality, condition, etc. 
You leave a blank space for the 
quantity. You can start attaching 
the tags any time before May 31 in 
the case of stuff which you know 
will still be there May 31. Then at 
the close of business on that date, 
the entire force cooperates to com- 
plete the job by filling in the correct 
quantities and anything else which 
seems right and proper at the time. 
Then, as we inventory takers 
quaintly say, you pull the tags and 
all that is left is for the long suffer- 
ing office staff to assemble 10,000 
tags and price them and calculate 
them and add them and you have a 
real inventory of what you own. 
But it isn’t accurate because the 
value of an inventory is a matter of 
opinion and judgment in the most 
important elements such as market 
conditions, possible demand for 
one’s product, overstocks and unbal- 
anced stocks, and several other 
mighty important details. And a 
public accountant must use his judg- 
ment in weighing the judgment of 
those who have performed the phys- 
ical as well as those who have 
wrestled with the mental problems. 
If a man wants to cheat himself 
and include souvenirs in his inven- 
tory, such as stuff which is long out 
of date or which nobody would buy, 
he will surely come to a bad end. 
Unfortunately, the public account- 
ant can never be sure whether or not 





his client is an optimist about his in- 
ventory. Which means that eternal 
vigilance is the keyword of a good 
audit. 

The truth is that my information 
about inventories is what we lawyers 
call hearsay. Pete Sinclair is the 
one who worked out the system for 
the Shipping Board. It worked and 
for the first time in its history the 
Board had a balance sheet. 


THE BALANCE SHEET 


My firm undertook to prepare a 
balance sheet and accomplished the 
task. When we were through, the 
firm received the following letter : 


UNITED STATES SHIPPING BOARD 
WASHINGTON 


January 4, 1922. 


Messrs. Lybrand, Ross Bros. & Mont- 
gomery, 

55 Liberty Street, 

New York City. 
Dear Sirs: 

Soon after I assumed the chairman- 
ship of the Shipping Board in June, 1921, 
I characterized the situation confront- 
ing the new Board as the worst account- 
ing mess in history. Realizing that ex- 
pert guidance was needed to bring order 
out of chaos, I called upon your firm for 
assistance and you courageously agreed 
to help. I say “courageously,” because 
the difficulties of the task were so great 
that no firm inclined to weigh the risks 
to professional reputation would have 
dared to face them. Now that you have 
brought the work to a most satisfactory 
conclusion, despite the magnitude and 
complexities of your undertaking, I com- 
mend you for having rendered what I 
esteem to be a great public service. 

You were asked to arrange for the 
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taking and appraising of a physical in- 
ventory and that has been done—it is the 
first complete inventory the Shipping 
Board has had. You were asked to pre- 
pare a financial statement of the real- 
izable assets and liabilities of the Ship- 
ping Board and Fleet Corporation and 
its subsidiaries as of July 1, 1921, and 
that has been done—it is the first state- 
ment of its kind that has been furnished 
to the Board. You were asked to im- 
prove the methods of voyage account- 
ing and auditing and you have intro- 
duced many changes that simplify pro- 
cedure and fortify our control over the 
accounts and funds of managing agents. 
You were asked to help us to reduce over- 
head expenses and you directly assisted 
in effecting savings aggregating $2,500,- 
000 per annum. 

These attainments and many others 
which I do not mention have been of in- 
calculable value to the Shipping Board 
and you have accomplished them within 
a remarkably brief period and at mod- 
erate cost. This opinion of your services 
is not held by me alone; it is shared by 
all my associates. On behalf of the 
Board I thank you for having devoted 
yourselves so faithfully to the solution of 
our problems. 

Yours very truly, 


A. D. LasKer, 
Chairman. 
My LETTER 


Some time later the Chairman 
sent me this letter: 


Unitep States SHIPPING Boarp 
WASHINGTON 
June 29, 1922. 
Colonel Robert H. Montgomery, 
c/o Lybrand, Ross Brothers & Mont- 
gomery, 
110 William Street, 
New York, N. Y. 
My dear Colonel: 


The fiscal year of the Shipping Board 


has just ended, and with it marks really 
the first results of my incumbency as 
Chairman. 

The mess in the Accounting Depart- 
ment which confronted me when I came 
seemed as if it would be impossible for 
anyone ever to straighten. Through the 
efforts of you and your associates at the 
end of the year I find the bookkeeping 
mess not only straightened, but the Ship- 
ping Board well on the highway to effi- 
cient accounting and cost system. 

Credit must be entirely given to your 
personal sacrifice and the splendid work 
of your associates. Messrs. Sinclair and 
Craemer, who are still on the job, are 
doing remarkable work, and I feel that I 
owe it to myself to thank you for letting 
them remain with us. 


Cordially yours, 


A. D. Lasker, 
Chairman. 


I served without compensation. 
During my testimony before a Con- 
gressional Committee on other mat- 
ters, I was asked how much I was 
being paid. I said “nothing.” The 
Chairman said, “Did anyone hear a 
pin drop?” 

One of the nice things about the 
job was the friendships which I 
formed which have lasted to this 
day. I am thinking particularly of 
Joe Powell and Ed Farley. 


Sui1p SUBSIDIES 


The highly controversial subject 
of ship subsidies occupied much of 
our time. I devised a simple plan 
which I think would have been work- 
able if the bill had passed. On April 
7, 1922 I explained my plan to a 
Joint Congressional Committee 
which had the bill under considera- 
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tion. It is entirely possible that a 
simple formula dealing with an ac- 
counting matter was too much of a 
shock. The bill never became a law. 





International Congresses 


The first International Congress 
of Accountants was held in St. Louis 
in 1904. It was arranged by George 
Wilkinson, then Secretary of the 
Federation of Societies of Public 
Accountants. St. Louis was hav- 
ing an Exposition and it seemed fit- 
ting to hold the sessions there. St. 
Louis can be the hottest spot in the 
United States in September, and in 
1904 it was. Out of deference to 
distinguished guests from abroad, 
we wore frock coats, vests, boiled 
shirts, and Ascot ties. I read a paper, 
mentioned elsewhere, during which 
time a geyser trickled down under 
the shirt and engulfed me. 

As a whole it was a success. I 
met accountants who are still my 
friends. It was here that I met E. 
Van Dien, who represented The 
Netherlands Societies. He has been 
a good friend for thirty-five years. 


AMSTERDAM 1926 


We exchanged visits among for- 
eign and domestic societies from 
that time on but it was not until 
1926 that we met again in an Inter- 
national Congress. It was called by 
the Dutch accountants and met in 
Amsterdam in July. I read a paper 
on “Legislation for the Profession.” 


The Congress was well attended, 
delegates being present from seven- 
teen countries. The Hollanders en- 
tertained us royally. 

The trip out to Volendam and 
Marken will be remembered because 
in years to come they will not be the 
places of interest that they were then 
because the government is engaged 
in filling in that inland sea and mak- 
ing land of it. We were also taken 
to see Scheveningen, which is ‘the 
summer residence of the Royal 
Family. We visited one of the 
larger diamond-cutting factories. It 
was very interesting. 

The proceedings were largely in 
foreign languages so that they took 
almost twice the length because after 
each speaker there was usually 
someone who translated. Mr. Van 
Dien showed his knowledge of many 
foreign languages by acting as a 
translator. He did it very rapidly 
and accurately. 


New York 1929 


The next Congress was held in 
New York in September 1929. I 
had been appointed chairman by the 
cooperating societies. Delegates 
were present from seventeen coun- 
tries. The Sunday preceding the 
opening, I entertained the foreign 
delegates and their wives at Wild 
Acres, Greenwich. I had arranged 
for a police escort which picked up 
the motorcade at headquarters. It 
is not much trouble to get one in 
New York but our -distinguished 
guests did not know that. The 
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President of one of the largest Brit- 
ish Societies was so impressed on the 
way up that he exclaimed to a friend 
of mine who was driving the car, 
“Why, they only do this for royalty 
in England.” 

One of the aftermaths of the New 
York Congress gave me one of the 
greatest surprises of my life. It was 
a notification from the Roumanian 
Ambassador to the United States 
that King Michael (then five years 
old) had graciously conferred upon 
me the Order of the Crown of Rou- 
mania. When presented with due 
ceremony, the decoration proved to 
be a beautiful piece of jewelry with 
a nice ribbon for hanging it about 
one’s neck and showing it off on one’s 
bosom. 

We had shown the delegates from 
Roumania to the New York Con- 
gress special attention because they 
did not speak English. Our com- 
munications were in French. Mr. 
Van Dien, President of the Interna- 
tional Congress held in Amsterdam 
in July 1926, received a similar deco- 
ration which he wore on several 
occasions in New York. I never 
had the nerve to wear mine. 


Lonpvon 1933 


The fourth Congress was held in 
London in 1933. We were royally 
entertained. On the opening day, 
‘Monday, a special service was ar- 
ranged for us in Westminster 
Abbey. As the immediate past 
President, I was assigned a special 
cubby hole in a prominent place. 


I read a paper entitled ““The Audi- 
tor’s Responsibility in Relation to 
Balance Sheets and Profit and Loss 
Accounts.” I also presided over one 
of the sessions. 

A few months previously, I had 
received a cablegram asking me to 
reply to a toast which would be 
offered by H.R.H. The Prince 
George, now Duke of Kent. I ac- 
cepted. Then came the task of com- 
posing it. I was fortunate in receiv- 
ing many suggestions from my 
partner Conrad Taylor, who was 
supposed to, and did, know what 
should be said under such circum- 
stances. The toast was drunk dur- 
ing the banquet at Guild Hall, Lon- 
don. 

Lord Plender and I met the royal 
motor car at the entrance to Guild 
Hall and walked in with the Prince. 
He was young, charming, and 
affable. I had rewritten my speech 
after arriving in London and sub- 
mitted it to the Honorable George 
Colville, Secretary of the Institute 
of Chartered Accountants. He 
smiled at all of my pleasantries ex- 
cept one. I alluded twice to the cus- 
tom of Britishers wearing too many 
clothes in the summer time. He 
said, “Do you know what J do in hot 
weather? I shut the door of my 
office and take off my waistcoat!” 
He approved what I had written and 
warned me about the salutations, 
which are as rigid as the laws of the 
Medes and the Persians. He knew 
there would be present in addition 
to the Prince and the Chairman Lord 
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Plender, the Archbishop of York, 
Ambassadors, Field Marshal Allen- 
by, the Marquis of Reading, and 
sundry other titled personages and 
mere gentlemen. 

There were about 700 present, of 
whom nearly 600 were the leaders 
of British aristocracy, and represen- 
tatives of official, financial, and busi- 
ness life. So after the Prince had 
asked them to drink my health, as 
representative of the foreign guests 
1 responded: “My Lord President, 
Your Royal Highness, Your Grace, 
Your Excellencies, My Lords, and 
Gentlemen.” I had said it often 
enough to myself that I did not slip 
but it was a nervous moment for me. 
I meant what I said when I praised 
the British accountants and the audi- 
ence liked it. 





Law and Taxes 


From my early youth I wanted 
to be a lawyer. My hopes were 
dimmed at an early age but the light 
was not extinguished. 

When the urge got too strong, I 
made inquiries regarding the re- 
quirements. I lived in Philadelphia. 
The fame of Philadelphia lawyers 
then extended around the world and 
I did not expect anything easy. It 
wasn’t. Lacking the requisite edu- 
cational requirements, I was forced 
to prepare for examinations which 
would have been easy for a high 
school graduate, but for me they 
were tough. I had to tackle subjects 


T had never had in school, such as 
Latin. It meant a terrific lot of 
night work, but I had a terrific urge 
and I made the grade. It was neces- 
sary that I register with a member 
of the Bar. My first preceptor was 
George Harding, the second was 
John Houston Merrill, both emi- 
nent members of the Philadelphia 
Bar. 

They did not make me punch a 
time clock. During my entire 
preparatory period I think I aver- 
aged nine hours a day in public ac- 
counting work. But I did study law 
nights and Sundays, and particularly 
when I traveled. I went off on long 
trips to every part of the United 
States and with me went law books. 

Came the Bar examinations and 
I passed. I was among the leaders 
in a large class and this pleased me 
immensely. Then I was admitted. 
I was a lawyer with no place to go. 
But I was quite content. I had 
achieved a boyhood ambition. I had 
no desire to practice law. I did not 
call myself a lawyer. I did realize 
that my studies had made me a better 
accountant. I was very happy with 
my partners. 

Nothing legal happened from the 
date of my admission to the Phila- 
delphia Bar in 1900 and the New 
York Bar in 1904 until 1917 or 
thereabouts. During those years I 
had what we accountants call a 
frozen asset. One day I got hot 
under the collar, the heat reached my 
brain, and the asset melted. I had 
helped a lawyer on a tax case and 
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found that I, as an accountant, could 
charge say $100 and the lawyer in 
the case $1,000, although I had done 
all the work. It hurt my pride. I 
talked with my partners about it 
and, generously as always, they 
worked out an arrangement with 
me whereby I could practice law, on 
the side as it were. 

There was no mention of any 
limitation regarding the kind of law 
I would practice, but I decided then 
to stick to tax cases. The war and 
excess profits taxes helped me most. 
There were involved mixed prob- 
lems of law and accounting which 
made it difficult for the lawyer who 
was not trained in accounting. 

For the sake of the record, I 
think I should mention one of my 
most difficult cases. A corporation 
had been notified of proposed addi- 
tional assessments, aggregating 
about $14,000,000. After much in- 
vestigation, I was authorized to go 
to Washington and offer to com- 
promise by paying $500,000. The 
offer was refused. The issues were 
particularly complicated, owing to 
reorganizations and other changes. 
I worked out three theories on all of 
which we lost. I then found that 
the name under which my client was 
doing business was a misnomer, that 
it was in reality another corpora- 
tion. My client naturally did not 
believe it, but the Treasury was com- 
pelled to accept my conclusion. The 
facts were irrefutable. The net re- 
sult was a refund of $4,000,000, 
making a saving of $18,000,000. 


To make the record complete I will 
answer a pertinent query, “Was the 
client grateful?” “It” was. That 
was many years ago, and the client 
has continued to be a good client to 
this day. 





The 1909 Tax on Corporation 
Income 


The federal administration de- 
cided to raise some extra money in 
1909. An easy way appeared to be 
a tax on corporations. It was not 
lawful for the federal government 
to tax income, so someone, probably 
George W. Wickersham, then U. S. 
Attorney General, suggested a fran- 
chise tax on corporation income, 
measured by cash receipts. It 
sounded all right to the lawyers but 
not to the accountants. The prob- 
lem of extracting net income from 
cash receipts might be done and it 
would be a wonderful job for public 
accountants, but we could not be 
tempted. It was a silly law and any 
reasonable compliance was impos- 
sible. Thereupon certain account- 
ants, including our firm, so advised 
the Attorney General. As a highly 
intelligent and astute lawyer, he 
wrote us that we had underestimated 
our abilities. As usual in Washing- 
ton, the accountants lost. 

So the silly thing became law. 
But the accountants were soon to be 
vindicated. The law as written was 
never enforced. The Treasury ig- 
nored the law and issued regulations 
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under which the corporations paid a 
tax on accrued income. 

In one respect the law should have 
helped the accounting profession. 
Tens of thousands of corporations 
had failed to keep books which re- 
flected their actual net income. It 
should have been a boon to the pro- 
fession—but it was not. The law 
required reports for the calendar 
year. Many corporations which had 
closed their books on more logical 
and convenient dates than December 
31, changed their accounting periods 
to coincide with the reports required 
under the law. It was a blow from 
which we have not yet fully recov- 
ered. 

The American Association Com- 
mittee of which I was Chairman was 
successful in having the 1913 law 
provide that tax returns could ac- 
cord with natural fiscal years, but 
the 1909 law had been in effect long 
enough to establish the unsound 
practice of calendar year returns. 
The accountants as a result were 
forced to concentrate much of their 
work in the first three months of the 
year. This congestion has made the 
practice of public accounting far 
more hazardous than it should be. 
It is difficult and expensive to carry 
a competent staff throughout the 
year. 





The Sixteenth Amendment and 
the 1913 Law 


The easy money collected under 
the funny 1909 law whetted the ap- 


petite of Congress for more of the 
same. The Attorney General did 
not admit in words that his law was 
unconstitutional, but it was defi- 
nitely admitted in the launching of 
an amendment to the federal Con- 
stitution permitting the imposition 
of an income tax. 

In 1911 I was serving as Chair- 
man of the Committee on Federal 
Legislation of the American Asso- 
ciation of Public Accountants. As 
one of the accountants who signed 
the ineffective letter to Attorney 
General Wickersham in 1909, I 
necessarily had started to study the 
taxation of income, so that I was 
fairly familiar with the form a tax 
law should take. I was President of 
the Association in 1913. The mem- 
bers of our committee were equally 
interested, but as President the bur- 
den of going to Washington and dis- 
cussing the proposed law fell upon 
me. On my first trip I met Cordell 
Hull, then a member of the Ways 
and Means Committee of the House 
of Representatives. It was the job 
of that committee to frame a bill. It 
was a tough job. That was in 1913. 
During the intervening 26 years I 
say, without reservation, that no one 
else, Republican or Democrat, has 
approached the difficult problem of 
a fair tax law in the same spirit of 
fairness and with the same zeal as he 
then displayed. He was very busy, 
yet he never failed in courtesy nor 
did he ever decline to give me as 
much time as I needed to point out 
what I thought should go in, out, or 
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be changed in his draft. The rates 
were microscopically small com- 
pared to those of today, but that did 
not influence him to insert any un- 
fair or discriminatory provision. 

It is a sad commentary on politi- 
cal honesty to compare the 1913 law 
with that of 1938, and the endless 
procession of laws in between. 
“Soak the rich without regard to 
honesty” should be the official title 
of the present law. ‘Take from 
those who have and give to those 
who have not” is the theme. The 
use of a tax on income as a means 
of social reform is common in an 
autocracy but novel in a democracy. 

In our country it has produced bil- 
lions of dollars in revenue which is 
used to pay for killing little pigs, for 
not raising peanuts, and for a thou- 
sand other purposes which have 
tended and will continue to tend to 
check thrift, ambition, and incentive 
on the part of anyone who has any 
money left to embark on new enter- 
prises. 





My Law Associates 


Soon after I decided to practice 
tax law, I realized that while I could 
deal with all of the procedure in the 
Bureau of Internal Revenue, I had 
almost no experience in the trial of 
cases in courts of law. For some 
years I had known Thomas G. 
Haight of New Jersey. When I met 
him, he was one of the United 
States District Court Judges for 


New Jersey. Partly due to my en- 
treaties, he decided to resume the 
private practice of law in 1920. He 
agreed to try my tax cases, com- 
mencing in June 1920. Occasion- 
ally we lost a case, but nearly always 
we won. I am happy to say that 
after nineteen years of close asso- 
ciation with the Judge, I am grate- 
ful for his professional assistance 
but still more grateful to think of 
him as a friend. 

In the early months of 1919, I 
was in Washington in uniform. I 
knew I would be out soon and I 
looked forward to extensive tax liti- 
gation. I had a friend in the Fed- 
eral Trade Commission who told me 
of a brilliant young lawyer over 
there who probably intended to step 
out soon. Marvin Haynes called 
to see me. He knew nothing about 
taxes. I was told he knew some- 
thing about accounts. 

Marvin Haynes is one of the few 
lawyers I have known who really 
understands the fundamentals of ac- 
counting. He broke in rapidly and 
after being well broken proved to be 
a tower of strength. He has exactly 
the right temperament to deal with 
the tax authorities in Washington. 
He asks no favors, tells the truth, 
and insists that those with whom he 
deals do the same. Long ago Mar- 
vin and I decided that the poorest 
service we could render our clients 
would be to attempt through influ- 
ence or artifice to secure something 
to which they were not entitled. 
When we made up our minds exactly 
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what our clients were entitled to, we 
decided to fight for it to the last 
ditch. And we have. 

In 1921 Marvin Haynes suggested 
that I employ as secretary a young 
lawyer from his home state, which 
was Texas. His name was James 
O. Wynn. Jimmy Wynn was a ter- 
rible secretary. It sooned developed 
that he or I would have to quit. I 
was married, he wasn’t, so we elected 
him to quit. But he didn’t think 
much of the idea. Walter Staub 
said that he wrote fine briefs. I 
found a secretary who never heard 
of a brief but who was a good secre- 
tary, and Jimmy thereafter confined 
himself to writing briefs for the 
firm. Soon afterwards I opened a 
separate office for the exclusive prac- 
tice of law; we, that is Jimmy and 
I, moved uptown, and there we sit 
today. He has a brilliant mind, a 
retentive memory, and has mastered 
all of the reorganization sections of 
the different tax laws. If any other 
lawyer in the United States has done 
the same, I haven’t heard of it. Iam 
proud to have him as a partner. 

I wish I could take the time to 
mention other associates in my law 
offices. But it would necessitate the 
inclusion of accountants as well as 
lawyers. In our practice the suc- 
cessful outcome of a case frequently 
depends on the facts developed and 
stated by accountants. So in our 
offices the lawyers and the account- 
ants work side by side. For their 
highly efficient and skilful work and 
assistance, I am grateful. 





Tax Books 


The 1913 federal income tax law 
was of vital importance to public ac- 
countants. We realized that while 
the rates of tax were low, there was 
a strong probability that the rates 
would soon be increased. (We were 
right!) Accordingly, public ac- 
countants took an active interest in 
the new law and its administration. 
Here is where the lawyers lost a 
trick. Most of the leading lawyers 
in the country freely admitted that 
the income tax was a job for the ac- 
countants, and many of them from 
time to time reiterated that conclu- 
sion. Twenty-five years later cer- 
tain lawyers were bold enough to say 
that all protests against proposed 
additional assessments should be pre- 
pared solely by lawyers! I’m afraid 
it’s too late. The trick was lost. 
Furthermore, lawyers who are satis- 
factorily practicing law do not want 
to do accounting work any more 
than accountants desire to practice 
law. 

Walter Staub, who never loses a 
trick (what a bridge player he would 
make!), wrote the first book on the 
1913 law. It was published on De- 
cember 4, 1913 and copyrighted on 
December 9. It consisted of fifty 
The book met with a fine re- 


pages. 
ception. 

At that time I was publishing my 
book on Auditing. In my 1912 edi- 
tion I referred to the 1909 corpora- 
tion excise tax as one with which 
public accountants should be famil- 




















58 L. R. B. & M. Journal 





iar. In 1915 when I brought out 
a new edition of Auditing, I decided 
that it should contain a section on 
the 1913 law. It ran to 94 pages. I 
said, “The author has freely con- 
sulted the ‘Income Tax Guide’ by 
Walter A. Staub, C. P. A. 

and hereby expresses his apprecia- 
tion of the authoritative material 
contained therein.” 

I find that I criticized the Treas- 
ury for some rather harsh rulings, 
but I also said, ‘““An honest official 
cannot be expected to decide doubt- 
ful points against the government.” 
Curiously enough, I said pretty much 
the same in my 1938 book. 

Last summer my son was in the 
mountains of Colorado, where he 
met a young accountant from the 
South. The accountant said, “Tell 
your father that this vacation trip 
of mine is due entirely to the use 
I was able to make of his tax books.” 
Unsolicited comments of that kind 
have done much to induce my asso- 
ciates and me to continue their publi- 
cation. 

It reminds me that after each tax 
book, wherein I criticized the Treas- 
ury, my friends would pass on to me 
remarks from certain other practi- 
tioners that after such criticisms I 
would be persona non grata in the 
Treasury and my clients would suffer 
accordingly. The wish was father 
to the thought but it was a futile 
thought. The men in the Treasury 
have done just about what I would 
have done. Of course, no client of 


mine suffered. 


In fact, I think they have gained. 
Honest criticism is never resented by 
people of intelligence or by honest 
officials. In many instances in which 
I have sharply commented on cer- 
tain aspects of Treasury administra- 
tion, I have been voicing the freely 
expressed opinions of responsible 
Treasury representatives. When 
one considers that the courts and the 
Board of Tax Appeals hand down 
divided opinions in hundreds of 
cases, the complications of the tax 
laws are apparent. In the 1915 and 
subsequent editions I took exception 
to many rulings and hazarded the 
opinion that the courts would not 
sustain the Treasury. My opinions 
were afterwards sustained by the 
courts. 


My First Tax Boox 


Interest in the tax laws increased 
by leaps and bounds. By 1916 the 
94 pages which I had inserted in 
Auditing proved to be inadequate. 
I was moved to bring out a whole 
book on the subject. As it was not 
published until January 1917, it was 
called “Income Tax Procedure 
1917.” 


LATER Tax Books 


The intricacies of the subject be- 
came acute with the passage of the 
war and excess profits tax laws. 
After those were repealed, the highly 
verbose and complicated reorganiza- 
tion sections cluttered up the law. 
In one of the later laws the oil and 
mineral groups were fighting for 
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higher depletion rates. In confer- 
ence a Senator who had promised to 
favor one group _ inadvertently 
handed the wrong slip of paper to 
the clerk and the bill became a law 
before the mistake was discovered. 

In General Hugh Johnson’s col- 
umn in the New York World-Tele- 
gram on April 26, 1936, he ex- 
pressed some thoughts regarding a 
study and revision of our national 
system of taxation. The following 
paragraph included in his remarks 
was of particular interest to our 
organization : 

This is a technical subject in a des- 
perate case—almost as delicate as a sur- 
gical operation on the human heart. 
There are in this country experts on the 
subject of taxation—for example, Rob- 
ert H. Montgomery, who is generally 
regarded among other specialists in the 


light that the Doctors Mayo were re- 
garded among surgeons. 


Eleven annual editions were pub- 
lished from 1917 to 1927 inclusive, 
comprising fifteen volumes. The 
job got worse and worse, due largely 
to the complications of the excess 
profits tax law. I skipped 1928 but 
published a supplement in 1929. 


FEDERAL TAX HANDBOOK 


The experiment of a supplement 
in 1929 met with a reasonably favor- 
able reception from those who 
bought it, but it did not satisfy us. 
Again we rested (as in 1928), this 
time for the years 1930 and 1931, 
but again not comfortably. As very 
active practitioners we sorely felt 


the need of the sort of a book which 
we had turned out for so many 
years. The necessary research inci- 
dent to a new edition, and the dis- 
cussions in our various offices of 
difficult problems made us far more 
familiar with the tax laws than any 
other office we knew of. 

It occurred to me that if we were 
to concentrate on a new law and 
omit most references to previous 
laws and procedure, our job would 
be greatly simplified. In order to 
make it clear that the new book was 
not a complete work on the federal 
income tax, as was the case with the 
1926 and previous editions, we 
named the new book “Federal Tax 
Handbook—Revenue Act of 1932.” 
The work of my associates turned 
out so well that a fine book was pro- 
duced. It met with a cordial recep- 
tion. 

During the six years from 1932 
to 1938, annual editions were pub- 
lished except for 1937-38. The 
reason for the omission was that a 
new and radical law was threatened 
towards the end of that year and I 
did not want our book to be obsolete 
before it was ready for distribution. 


FEDERAL TAXES ON ESTATES, 
TRUSTS AND GIFTS 


In 1935 it seemed wise to issue a 
separate volume on certain subjects 
which had become of paramount im- 
portance. Roswell Magill, who had 
been associated with me off and on 
since 1925, had had good theoretical 
and practical experience in dealing 
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with the three subjects mentioned in 
the title, and agreed to join me in 
extended treatment of them. Con- 
sequently, the new volume was issued 
under our names as joint editors. 

In 1936 we issued the second edi- 
tion. The intervening year was 
marked with great activity not only 
in decisions but in violent outbursts 
against those who were accused of 
having acquired property in any 
other way than was approved per- 
sonally by the President of the 
United States. 

When we decided to omit the 
publication of Federal Income Tax 
Handbook in 1937, we also omitted 
Federal Taxes on Estates, Trusts 
and Gifts. In 1938, however, pub- 
lication was resumed. In the mean- 
time Professor Magill had been ap- 
pointed Under Secretary of the 
Treasury in charge of income and 
other taxes which made his partici- 
pation in the 1938 book imprac- 
ticable. 


FEDERAL TAX PRACTICE 


Volume II of Income Tax Pro- 
cedure 1927 was entitled “Practice 
before the Treasury, Board of Tax 
Appeals, and Federal Courts.” In 
the introduction I said: 


Accountants and taxpayers who have 
successfully handled tax cases in the 
Treasury and before the Tax Board 
find themselves, under the 1926 law, con- 
fronted by a new problem arising out of 
the designation of the Tax Board as 
being, in effect, a court of record. Unless 
taxpayers decide in advance that appeals 
will not be taken from adverse decisions, 


the procedure before the Board becomes 
technical to a far greater degree than 
under the 1924 law. 

In many cases taxpayers are justified 
in deciding, in advance, to abide by ad- 
verse decisions of the Board in which 
case it makes little difference whether or 
not all of the technicalities in what is 
known as a good record are observed. But 
there is a catch in this: in case the tax- 
payer wins (as he sometimes does), the 
Commissioner may appeal, in which case 
the taxpayer, in order to continue to en- 
joy the fruits of his victory, should have 
a perfect legal record or on appeal may 
lose on technicalities. He may have a 
successful operation on the merits and 
his case may die due to unskilful han- 
dling. The obvious deduction from the 
foregoing is that accountants and lawyers 
who practice before the Tax Board must 
fully acquaint themselves with the rules 
of evidence and procedure in order to 
insure a creditable record if and when an 
appeal to a Circuit Court is necessary. 

‘ In order successfully to ap- 
peal there must be a record which satis- 
factorily presents all of the legal ques- 
tions which the lawyer will wish to urge 
before the court of appeal. If one has 
not had good practical experience the 
legal requirements may be lost sight of 
in the stress of a hearing or trial which 
must proceed in an orderly manner and 
with reasonable speed. The Board in the 
past has shown commendable considera- 
tion for unqualified practitioners, but as 
time goes on the representatives of tax- 
payers may be expected to have a rea- 
sonable knowledge of the rules of prac- 
tice and evidence, and be able to apply 
their knowledge from memory, on their 
feet, and without special notice regarding 
the legal questions which will arise. 

The author has endeavored to outline, 
in detail, in this volume all of the neces- 
sary and desirable steps to be taken to 
protect fully the interests of taxpayers. 
This volume is divided into three parts: 
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I. Procedure in the Treasury. 
II. Procedure in the Board of Tax 
Appeals. 
III. Procedure in the Federal Courts. 


The 1927 edition received enough 
favorable mention to justify another 
edition in 1929. In the preface I 
said: 

It is a truism that more cases are lost 
on the facts than on the law. Hence 
careful preparation of legally admissible 
evidence, and close attention to the prepa- 
ration of the record for appeal are funda- 
mental. This volume is designed to assist 
in conforming to these technical but basic 
requirements of tax procedure. 


The 1938 edition likewise met 
with a favorable reception. 





The Humorous Side of 
Tax Practice 


Sometime in 1938 Walter Staub 
asked me to write something on 
taxes for the fortieth anniversary 
number of the L. R. B. & M. Jour- 
NAL. I wrote just as I felt at the 
time. 

The article appeared in the No- 
vember 1938 issue of the JOURNAL. 
Merely to pique the curiosity of those 
who did not read it at that time, and 
perchance to lead them to look it up 
now, I’ll mention that Alice of the 
famed “Alice in Wonderland” 
played somewhat of a part in the 
article. 





Reviews of Tax Books 


Several tests can be applied to 
books on technical subjects. If they 


sell well in successive editions, it is 
an infallible sign that an informed 
buying public has found them worth 
while. 

I think that authors are even more 
concerned about the reviews of their 
books than they are about the sales. 
I can recall my apprehensions re- 
garding my first efforts. I was re- 
lieved to learn that most reviews 
were favorable. My style was novel 
in a technical book, but I believed 
that simple language and short sen- 
tences were preferable to involved 
language and long sentences. 

I was most concerned over what 
the American Bar Association Jour- 
nal would say. It is the only official 
organ of the lawyers and I would 
have been sunk if it had condemned 
my effort. The first review was 
rather skeptical. Some nice things 
were said about the contents as a 
whole but the reviewer did not like 
my style. He said my language was 
not dignified. It wasn’t. I made no 
change in subsequent editions. 
Years later more was said about my 
style. In the review for the year 
1934-35, the reviewer said: ‘“These 
volumes have been notable 
for their highly personal character 
and the salty comment with which 
the author has sprinkled subjects 
otherwise somewhat tasteless.” 

And regarding the 1935-36 edi- 
tion: “Like previous income tax 
handbooks by the same author, this 
volume gives a sound, well edited 
and comprehensive outline of the 
subject.” 
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Arthur Brisbane devoted one of 
his whole-page editorials in all of the 
Hearst papers in May 1917, to the 
1917 edition of Income Tax Pro- 
cedure. It was analytical and con- 
cluded with this: 

Everybody is interested in this ex- 
cellently prepared work. We congratu- 
late Mr. Montgomery upon carrying out 


so thoroughly and clearly a task so diffi- 
cult. 


The 1917 book had a 314-page re- 
view in The Journal of Accountancy 
for February 1917, by H. C. F. 
(Herbert C. Freeman). It was a 
good review. He said: “It is Pro- 
methean as well as Epimethean.” I 
have a copy of the review sent to me 
by my dear friend J. E. Sterrett with 
the notation opposite the foregoing : 
“Dear Montgomery—lIs this libel- 
ous? JES 1/25/17.” 

The Wall Street Journal said at 
the end of a long review: “Mont- 
gomery’s book, aside from this par- 
ticular obsession, remains the most 
practical working compendium of 
the income tax that has been pro- 
duced.” The “obsession” had to do 
with the “tax-free” covenant in 
bonds which was not a tax-free cove- 
nant, and is not important now. 

There were good reviews in the 
Bulletin of the National Tax Asso- 
ciation, Central Law Journal, Pons 
Monthly List, New York Journal of 
Commerce, New York Evening 
Post, Outlook, Magazine of Wall 
Street, New York Times, New York 
World, New York Tribune, New 


York Sun (very long), Literary 
Digest, Case and Comment (law), 
and other publications. 

American Industries said: “It is 
the clearest, most interesting, most 
practical work on the subject.” 

The most conservative publication 
in the United States, the Commer- 
cial and Financial Chronicle, said: 


This is a timely and a useful book. 
It is not unduly voluminous and yet is 
thorough and comprehensive. It evi- 
dences painstaking care and a complete 
understanding of the subject. It deals 
with many technical questions and yet is 
wholly non-technical. In style and ap- 
pearance it is all that could be desired, 
the paper being good and the type large 
and clear. As to the usefulness of the 
book to the ordinary individual, the first 
five sentences in the Preface show the aim 
of the author, and it may be truthfully 
affirmed that he has succeeded in accom- 
plishing his purpose. 


The Journal of Accountancy re- 
view of the 1918 edition included 
the following: 


Mr. Montgomery is, however, a strong 
proponent of the theory that stock divi- 
dends as such should be exempt from 
taxation. One does not like to disagree 
with Mr. Montgomery on a question of 
this kind. His opinion is very apt to be 
right. 


My 1918 edition was brought out 
under enormous difficulties. I was 


in Washington most of the time. 
But I had efficient help and the book 
finally appeared. There had been 
a new law enacted after the 1917 
book was written and what a law it 
was! The war profits tax and its so- 
called relief provision in many 
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instances meant restating accounts 
as far back as fifty years. 

The new edition occasioned much 
comment. In the preface I felt im- 
pelled to express my thoughts on the 
trend of federal taxation as dis- 
tinguished from legal and account- 
ing conclusions and comments in the 
body of the book. The preface at- 
tracted an unexpected volume of at- 
tention. 

After commenting freely on spe- 
cific sections of the law I said in the 
preface: ““The law is a mess.” The 
New York Times used this comment 
as the text for a leading editorial. 

Through the many years that suc- 
cessive editions of my various tax 
books have been published the com- 
mendatory reviews which have ap- 
peared in many different newspapers 
and magazines have been a source of 
great satisfaction, not to say en- 
couragement and inspiration, to me. 

The 1921 edition attracted atten- 
tion in another way. I gave a set to 
the genial Colonel Wills, Conference 
Secretary of the Income Tax Unit 
in Washington. The set was stolen! 
I was told that it was a unique 
tribute. 





Tax Articles and Speeches 


Supplementing the tax books, I 
have during the past 25 years writ- 
ten at least 100 long and short 
articles on taxation. 


Tax ARTICLES 


For example: the New York 





American on Sunday, March 3, 1918 
contained a full page of questions 
and answers, had my picture in the 
center, and in large headlines re- 
ferred to me as “The leading author- 
ity on The Income Tax Law.” 

World’s Work asked for an 
article, which appeared in its Janu- 
ary 1924 issue and was entitled 
“Federal Taxes and the Tired Busi- 
ness Man.” 

In 1921 Professor Robert Mur- 
ray Haig, my good friend and asso- 
ciate at Columbia, edited a book en- 
titled “The Columbia Lectures on 
the Federal Income Tax” which was 
published by the Columbia Uni- 
versity Press. It is a book which 
should be in the library of every stu- 
dent of income and profits taxes. 
The following review appeared in 
the Commercial and Financial 
Chronicle: 


After eight years of application the 
income tax is only beginning to reveal 
its many complexities. Such a 
fundamental question as the right of Con- 
gress to tax gains in the value of capital 
assets has only reached the Supreme 
Court during the past few days. . . 
The Columbia University School of Busi- 
ness offers as its contribution to this 
troubled field a volume entitled “The Fed- 
eral Income Tax.” Ten specialists, 
acknowledged experts in their various 
fields of economics, law, engineering, 
accounting and administration, have writ- 
ten papers dealing with the most impor- 
tant questions of theory, policy, inter- 
pretation and practice. . . 

Professor Edwin R. A. Seligman, the 
dean among American tax authors, con- 
tributes an introduction outlining the 
problems discussed. The economic con- 
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cept of income is elaborated and con- 
trasted with the statutory concept in a 
paper by Professor Robert Murray Haig, 
of the School of Business. Professor T. 
S. Adams, of Yale, who has been respon- 
sible perhaps more than any other one 
person for the shaping of the Federal tax 
legislation and interpretation of the past 
four years, answers the question “When 
is Income Realized?” and points out how 
the courts may find a way to validate the 
Treasury’s position in accepting commer- 
cial and accounting practice as the test of 
realization. Under the title of “Consti- 
tutional Aspects,” Thomas Reed Powell, 
Professor of Constitutional Law at Col- 
umbia, contributes a keen analysis of the 
legal status of that statute, incidentally 
prophesying a decision in favor of the 
Government in the pending Brewster 
case. Fred T. Field, a prominent Boston 
attorney, formerly a member of the Ad- 
visory Tax Board, shows the legal force 
and effect of Treasury interpretation to 
be actually much more narrow and re- 
stricted than is popularly supposed. “In- 
terpretative” regulations of the Treasury, 
he flatly asserts, have no legal force. 
Lt.-Colonel Robert H. Montgomery, 
more widely known as an accountant and 
author than as a Columbia college pro- 
fessor, discussed the vexed question of 
“Reorganizations and the Closed Trans- 
action,” pointing out the absurdities 
which have resulted from the Treasury’s 
practice in this part of the field. Losses 
are comprehensively considered by 
George E. Holmes, of the New York Bar, 
author of the treatise on Federal Taxes. 
“Inventories” is the topic of Arthur A. 
Ballantine, formerly Solicitor of Internal 
Revenue, and “Consolidated Returns” the 
topic of Walter A. Staub, the well-known 
New York accountant. “The Taxation 


of Income from Wasting Assets” con- 
tains a carefully prepared discussion of 
the new Treasury regulations on deple- 
tion by an engineer of eminence, R. V. 
Norris, of Wilkes-Barre. 


In the final 





chapter, P. S. Talbert, until recently 
Chairman of the Committee on Appeals 
and Review of the Treasury, describes 
the Treasury procedure on appeals. . . 


In 1931 or 1932 I wrote some- 
thing which had a wide circulation. 
It had to do with a proposed change 
in the tax law. I set out to defeat it 
and I succeeded. 

It was a blast headed “A Dishon- 
est Interest Policy” and consisted of 
a one-page analysis and condemna- 
tion of the proposal in the so-called 
Economy Act of June 30, 1932, to 
reduce the interest rate on tax re- 
funds to 4% per annum, although 
continuing the 6% rate on additional 
assessments. 

I had a large number of copies 
printed, which I mailed to public ac- 
countants in every state. They got 
busy with their Senators and Repre- 
sentatives, and the proposal was de- 
feated. 

The 1936 autumn number of Har- 
vard Business Review contained an 
article by me on “The Tax on Un- 
distributed Income.” 


TAX SPEECHES 


I made many speeches which it 
was a real task to prepare, far harder 
than writing books or articles. Ex- 
cept for accountants’ meetings, it 
was hard to visualize one’s audi- 
ence in advance. Some audiences 
responded quickly, others did not. 
One of my early appearances was 
before the Illinois Manufacturers 
Association in Chicago. It was a 
large gathering as the subject was 
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timely. It was a great success and I 
got a very good press. 

Commencing soon after the war 
and annually for many years, I ad- 
dressed the New York State Society 
on taxes. The meetings usually 
were the largest during the year. I 
answered questions, which meant 
that the meetings continued to a late 
hour. I enjoyed these talks more 
than any others. 

I also spoke before the New York 
Credit Men’s Association on taxes. 
It was a critical and appreciative 
audience. 

I also addressed the Bankers 
Forum in New York on taxes. 

I spoke at the meeting of the 
American Institute in Chicago on 
September 19, 1922. As reported 
in the New York Times I said: 

After charging Congress with being 
incompetent and wasteful and composed 
of men dominated entirely by a quest for 
votes, he asked: 

“What is the remedy for the inexcus- 
able extravagance and waste? Is it a 
new tax law, with further penalties on 
success and thrift? It is often said that 
the remedy lies in the vote, but I doubt 
it. In my opinion the remedy lies in the 
temporary withdrawal of campaign con- 
tributions by business men.” 

He asserted that the average Congress- 
man has his vision “obscured by personal 
political fortunes rather than illumined 
by the economic effect of the laws.” 


The Commercial and Financial 
Chronicle reported almost the whole 
speech. 

I spoke at the University of Michi- 
gan Club and Detroit Board of Com- 
merce on January 19, 1922. 





I want to express my gratitude 
and appreciation for the kindly way 
in which my friends in the profession 
have honored me. The following is 
typical of the way I was introduced 
on scores of occasions. My good 
friend Edward E. Gore, of Barrow, 
Wade, Guthrie & Co., then President 
of the Chicago Association of Com- 
merce, said on January 21, 1922, 
when I addressed his association : 


Col. Montgomery in presenting the 
subject which has been taken up by him 
for today comes to you in my opinion 
as the leading authority in this country 
on that subject. He has given to the in- 
come tax law of this country from the 
beginning a very large part of his time, 
he has devoted the deepest study to it, and 
he has evolved his work on income tax 
procedure which, throughout the coun- 
try, is a standard. 

Col. Montgomery has been a public ac- 
countant during all of his business life. 
He is a member of the firm of Lybrand, 
Ross Bros. & Montgomery who in addi- 
tion to their offices in the East maintain 
an office in Chicago. He does not there- 
fore feel that he is a stranger to Chicago, 
since he has an office here. He has been 
president of the American Association of 
Public Accountants, the national organ- 
ization of that calling. He has distin- 
guished himself professionally and in 
every other way. 

During the war his services were given 
to the Government and he earned there 
a commission as a colonel. He has worn 
his honors well, he has honored his pro- 
fession, he has honored his State and his 
country. He is prepared to give us au- 
thentic information concerning the new 
income tax law, a subject that if it be 
not near your heart is at least near your 
pocketbook. Ladies and gentlemen, I 


feel honored in the privilege of present- 
ing to you Col. Robert H. Montgomery. 
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In December 1927 I addressed the 
New York Building Managers and 
Owners Association on “Federal In- 
come Tax Problems.” 

In October 1928 I spoke before 
the New York State Society. My 
subject was, ““What does the future 
hold for Accountants in Tax Serv- 
ice ?” 

On May 9, 1936, I addressed the 
Indiana Association of Certified 
Public Accountants at their annual 
meeting and banquet in Indianapolis. 
The mayor and many prominent citi- 
zens were present. My subject was 
“Federal Taxes.” The News said 
in part: 

“. . It (the undistributed profits tax) 
flies in the face of all human experience. 
Thrift becomes an obsolete word. Self- 
reliance is forgotten. . . . 

“In referring to all undistributed cor- 
porate earnings as avoiding taxes, the 
treasury insults our intelligence. In the 
first place all of such earnings have been 
heavily taxed. In the second place, most 
of the undistributed earnings are tied up 
in inventories, plant, etc., the greater part 
of the cost of which has been paid to 
labor. 

“The fact is that the taxes now being 
sought are to pay for the frightful mis- 
takes of the money spenders, who, hav- 
ing had no experience in earning money, 
do not know how to spend it.” 


On September 22, 1936 I ad- 
dressed the National Stationers 
Association in Chicago, on the 
“Effect of the Increasing Burden of 
Federal Taxes on Merchandising.” 


Tax COMMITTEE WoRK 


For some years I was a member 


of the Tax Committee of the Mer- 
chants’ Association of New York. 
I attended the meetings because I 
met interesting men and we had 
many absorbing discussions regard- 
ing national, state, and city tax 
matters. We spent hours in debat- 
ing and, after we reached a decision, 
more hours in framing and refram- 
ing our conclusions. As far as I 
recall, the national, state, and city 
authorities regularly disregarded our 
suggestions and criticisms. 

I was also a member of the Tax 
Committee of the Bar Association 
of the City of New York for a time. 
The meetings were equally interest- 
ing. I think our conclusions met 
with more favor from the legisla- 
tors. 

Away back I was a member of the 
Committee of the National Tax 
Association which dealt with the 
federal income tax. The meetings 
bored me, however, because the As- 
sociation was dominated by state tax 
officers who were more interested in 
property taxes than they were in 
income taxes. 

For some years I served as a mem- 
ber of the National Industrial Con- 
ference Board’s Committee on Tax- 
ation and Public Finance. I recall 
that about 1921 we had some vigor- 
ous discussions of the proposal for 
a federal sales or turnover tax to 
replace the excess profits tax. I am 
glad that the latter tax was elimi- 
nated without the imposition of the 
former. 





























Fifty Years of Accountancy 





67 





The Spanish-American War 


When the Maine was sunk in 
1898, I was working in Tacoma, 
Washington. Our firm was less 
than three months old, I needed the 
money, but when I read that a 
Colonel I knew was organizing a 
regiment of volunteers, I telegraphed 
my enlistment. As soon as I returned 
to Philadelphia, I joined the skele- 
ton organization which had been 
formed. The Colonel was so im- 
pressed with my zeal that he made 
me a lieutenant, although I had never 
had one minute’s military training. 
But I bought a book and kept one 
day ahead of the men I helped drill. 
It was dull work and the chances of 
getting to Cuba mighty small. Then 
Barclay Warburton, son-in-law of 
John Wanamaker, organized a Bat- 
tery of Light Artillery. It looked 
like a good bet to me that he would 
get to Cuba before my volunteer 
regiment would. So I enlisted and 
was sworn in as a private in Battery 
A, Philadelphia Light Artillery, 
Pennsylvania Volunteers, U. S. A., 
in the summer of 1898. Inciden- 
tally, I remained in the Battery for 
four years. During that time it had 
been converted into a Troop of Cav- 
alry, and I had risen one step to be 
a corporal. 

The Battery was rushed off from 
Philadelphia to Newport News, Vir- 
ginia, to an assignment to guard the 
shipyards where warships were be- 
ing built. We had no horses at first 
and when we got them, they were 


wholly untrained for artillery. The 
men were equally untrained. The 
officers were better. Barclay had 
been in the City Troop of Philadel- 
phia, one of the finest military organ- 
izations in the world at that time. 
In mounting guards over the docks, 
we were instructed to halt any in- 
coming ship we were not sure about. 
I remember trying it out. A big 
tramp steamer approached; I held 
my revolver aloft and in my best 
military tone of voice said “halt’’; 
from the decks towering above, 
faces looked down upon me, I am 
ashamed to say, with indifference; 
and of course nothing happened. 

Barclay used his influence and had 
us assigned as part of the bodyguard, 
or staff, of General Miles in Puerto 
Rico. We got off to a good start in 
an old freighter, but we stuck on a 
sand bank in Ponce harbor and while 
we stuck the protocol was signed. 
But the war wasn’t over and after 
we disembarked we were sent into 
the mountains to practice gunnery. 

The war was soon over and we re- 
turned to a grateful country. They 
did not throw ticker tape on us, but 
the City of Philadelphia turned out 
en masse in a marvelous welcome as 
we marched up Broad Street. 





The World War 


Early in 1917 I was in Augusta, 
Georgia, on a short vacation. One 
day I was playing golf. Paul Ap- 
penzellar was at my hotel. He 
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opened a telegram addressed to me 
which called for my presence in 
Washington on war work. (They 
had looked up my record in the Span- 
ish War and needed war-trained sol- 
diers!) I hurried from the golf 
course, caught a local train in my 
golf clothes, and reached Washing- 
ton in due course. I found the 
American Institute of Accountants 
War Committee in session. We 
started in on “Cost plus” contracts 
and by April 6 when war was de- 
clared, we had a rough draft ready 
—which I am sure was never used. 

But we stuck to our job and ren- 
dered reasonably good service. The 
following winter I was appointed 
chief of the Section on Organization 
and Methods of the reorganized 
office of the Chief of Staff. I was 
one of the dollar-a-year volunteers 
to which many near-funny refer- 
ences were made. 


I Meet Gen. Hucu S. JoHNson 


When I entered upon my duties 
in the Section of the General Staff 
to which I had been assigned, I 
found myself in the same office with 
(then) Col. Hugh S. Johnson, Col. 
Douglas McKay, and Major Paul S. 
Sheldon. I like to think that all of 
us have been friends from the time 
we met until this day. 


I Am CoMMISSIONED 


I was soon used by Hugh for jobs 
which gave me no time for organiza- 
tion and methods. It suited me. 
One of the jobs was to provide a 


means of arriving at just compen- 
sation for property taken over by the 
government for war _ purposes. 
Plants and property had been com- 
mandeered but the owners had not 
been compensated. The Judge 
Advocate’s office had been fussing 
for six months with the formation 
of a Board. Hugh asked me to in- 
vestigate. I reported that he could 
have a Board in a week if he wanted 
it. He authorized me to go ahead. 
Hugh wanted me to be Chairman of 
the Board of Appraisers, which re- 
quired an officer, so he said I would 
have to accept acommission. It was 
on Friday, March 13, 1918, and I 
had arranged to go to New York for 
the weekend. On the way to the 
train I stopped at the Medical De- 
partment for a physical examina- 
tion. On the train I received a tele- 
gram that my commission as a Lieut. 
Colonel had been signed and I was 
in the Army again after a lapse of 
twenty years. 

The members of the War Board 
of Appraisers were appointed by 
President Wilson on April 5, 1918. 
We organized with two members, 
Lieut.-Col. John S. Dean and my- 
self, and started work immediately. 
Other members were appointed as 
soon as we found the right men. 


Way I Dipn’t Go To FRANCE 


Like every other officer of my ac- 
quaintance in Washington, I wanted 
to goto France. I used all the influ- 
ence I could bring to bear to get over 
and thought I had succeeded. I 
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heard rumors that I had been sent 
for but I could not get any definite 
information. On the day of my 
discharge, they pulled the “now it can 
be told” stuff and gave me copies of 
cablegrams from General Pershing 
and the replies from the office of the 
Chief of Staff signed by General 
Goethals, my immediate superior 
officer. I found out that Mr. Baruch 
had been consulted and was respon- 
sible for the replies. 

Two cablegrams had been sent by 
General Pershing to the Adjutant 
General of the Army in Washing- 
ton, one on August 2, and the other 
on August 21, 1918, both recom- 
mending that I be sent to France for 
duty there. The replies by General 
Goethals stated that “his services 
and special experience in price-fixing 
and maintaining a very difficult rela- 
tion between appraisals by War De- 
partment and War Industries Board 
are such that both departments con- 
cur in protesting his transfer.” 

I was informed that General 
Pershing wanted me to go on his 
staff with the rank of Brigadier Gen- 
eral and inaugurate an appraisal and 
cost accounting system as a basis for 
billing between the Allied Govern- 
ments arising from exchange of 
facilities. 





The War Industries Board 
and Price Fixing 
On May 18, 1918, General John- 


son told me that he was dissatisfied 
with the Army representative on the 


Price Fixing Committee of the War 
Industries Board. He said that the 
Army was by far the most interested 
unit in production and prices and 
that the job needed someone who 
could read balance sheets, under- 
stand costs, and pass intelligently on 
the vital problems in fixing proper 
prices to stimulate production to the 
maximum. It was well known that 
paying excessive wages and prices 
tended to retard rather than to stimu- 
late production. Later in the day I 
wrote him a memorandum proving 
clearly that I was not wise enough to 
tackle the job. It was a convincing 
argument. The next day I was 
handed a formal general order 
directing me to report to the War 
Industries Board and my predeces- 
sor was ordered to report to the War 
College. I reported to Bernard M. 
Baruch, Chairman of the Board, 
and Robert Brookings, Chairman of 
the Price Fixing Committee. I was 
given a suite of offices and a staff. 
My favorite assistant was Major 
Albert Moss, now my partner in 
Dallas. 

I liked Mr. Brookings from the 
beginning and it was fortunate for 
me that I did, since I was in daily, 
sometimes hourly, contact with him 
from May 1918 to February 1919. 
The history of the Price Fixing 
Committee has been written. It 
stopped and prevented runaway 
prices. It stimulated production by 
increasing prices when it was neces- 
sary to do so. 

The purchases of the War Depart- 
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ment aggregated billions of dollars. 
The prices of all basic materials such 
as copper, steel, hides, lumber, and 
hundreds of other things were fixed 
by the Price Fixing Committee. As 
the representative of the War De- 
partment on that committee, it was 
my duty to vote upon the prices. 

In September 1918, I was ap- 
pointed Chief of the Price Fixing 
Section of the Purchase, Storage 
and Traffic division of the General 
Staff and served until January 1919. 

When I retired from the War In- 
dustries Board, the “Chief” gave me 
his photograph on which he had 
written: “To Lieutenant Colonel 
Montgomery whose sound judg- 
ment and unselfish devotion gained 
my admiration and affection. B. M. 
Baruch, December 4, 1918.” 

It isn’t as easy to get out of the 
Army as to get in. The Armistice 
was signed November 11, 1918. 
There was no more need for the War 
Industries Board, and price fixing 
—my principal job; others who were 
capable and who wanted jobs could 
have taken care of the remaining ap- 
praisals of commandeered property. 
But I was told to keep on finding just 
compensation. One day a good 
friend tipped me off to a plot which 
was brewing. The War Depart- 
ment was to have a new system of 
accounts or a budget or something 
of the sort and I was to be detailed 
to the job—which might have taken 
a year or more. Perhaps I could 


have eased out of it but I really be- 
lieve in discipline and I did not want 


to fight an Army order. I went to 
my chief and asked if I could be dis- 
charged on April 1, 1919, provided 
I undertook to complete thereafter 
any unfinished work on appraisals 
without compensation. The chief 
was Herbert (now Governor) Leh- 
man. He agreed and kept his word. 
When the finance department heard 
about it I got hell, but by that time 
I could laugh at them. 

Although I acted quickly in price 
fixing, on the theory that delay would 
slow up production, and that inac- 
curate prices were preferable to fail- 
ure to get war supplies, I can remem- 
ber only two charges against me. I 
fixed a price on wool grease which 
I believed to be fair. When I started 
I didn’t know what wool grease was 
or what it was used for in the Army. 
(It’s good for sore feet.) The 
manufacturers sent a committee to 
General Goethals to have me court- 
martialed or something, but the 
General didn’t bother to tell me 
what he told them. I could guess 
though. 

After the war a merger of cotton 
mills was under consideration. The 
bankers suggested the name of my 
firm to make the audit. One of the 
manufacturers said he didn’t want 
me as I had not been fair in fixing 
prices of cotton goods. The banker 
said he knew what kind of a job I 
had had and that I had always tried 
to be fair to the producers as well as 
to the government, and that while 
he had merely presented our name 
for consideration he would now 
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insist that we be used. That settled 
it. 

An amusing incident occurred 
when I was sitting as a committee of 
one of the Price Fixing Committee 
to fix the price of hides. There was 
much argument by the representa- 
tives of the big packers that the price 
should be increased and that there 
should be greater spread between 
packer hides and farmer hides. They 
talked so much that I finally said that 
I could see nothing sacred about 
packer hides and that the spread ap- 
peared to be sufficient. Shortly 
after, I closed the meeting. 

For many years afterward when 
the War Industries Board held its 
annual reunions, one of the group 
who had argued with me that day 
would greet me with, “Well, are 
packer hides still not sacred to you?” 

On November 11, 1922 the Board 
held its annual Armistice Day re- 
union in New York. We were as 
usual guests of Mr. Baruch. I 
abandoned a speech I had been asked 
to deliver and said that I thought we 
needed a third political party in the 
United States. I said that manufac- 
turers and farmers constitute a nat- 
ural alliance and that Mr. Baruch 
was a “natural” to head the party. 
To my surprise the newspapers gave 
my suggestions big headlines, so 
much so that Mr. Baruch was obliged 
to deny that he would leave the 
Democratic party. 

I am glad I nominated him for 
President of the United States in 
1922. I had known him for five 


years. Now I have known him for 
22 years. I think I will nominate 
him again in 1940. He would make 
good as he has in every other job he 
has undertaken. And he is still a 
Democrat! 





The War Policies Commission 


After the World War, the Ameri- 
can Legion started a movement to 
have Congress pass a law which, in 
time of war, would serve to conscript 
capital as well as men. It was urged 
that in the World War the profiteers 
not only remained safely at home 
but some made enormous fortunes 
out of war profits. It was forgotten 
that the really big profits were made 
before the United States entered the 
war. After the excess and war 
profits tax, and corporation income 
tax, took as much as 82.4 per cent of 
profits, the remainder frequently was 
not enough to balance the losses 
arising from the shifting from war 
to peace operations. 

On June 27, 1930 Congress 
created a Commission to study and 
consider amending the Constitution 
of the United States to provide that 
private property may be taken by 
Congress for public use during war, 
to devise methods of equalizing the 
burdens and remove the profits of 
war, and to make a study of policies 
to be pursued in event of war. 

The Commission did not organ- 
ize until early in 1931. It consisted 
of six members of the cabinet, four 
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members of the Senate and four 
members of the House of Repre- 
sentatives. 

Through the suggestion of Ber- 
nard M. Baruch and Hugh Johnson 
and the urgent request of Secretary 
Hurley, I was elected Executive 
Secretary. 

As Executive Secretary of the 
Commission, I arranged the sub- 
jects for hearings and the witnesses. 
Every phase of war and preparation 
for war was considered, every angle 
was explored. 

My plan for taking the profit out 
of war, as contained in a report I 
submitted to the Committee, was as 
follows: 


Individual and corporation Federal in- 
come taxes in force when war is declared 
should be continued. These may be in- 
creased if desired. In addition, and 
retroactive to a period which will em- 
brace any inflation or profiteering due to 
war activities, there should be imposed 
an excess-income tax of 90 per cent ap- 
plicable to individuals and corporations 
alike, not graduated nor affected by in- 
vested capital, but it should be a straight 
income tax, computed somewhat as fol- 
lows: 


From net income as usually computed, 
deduct— 


1. Other Federal taxes (except in- 
come taxes). 

2. Average net income for the three 
years next preceding the war period. 

3. The cost of additional capital 
facilities required for the war and in 
due course to be authorized by the 
proper governmental war agency. The 
deductions to bear 6 per cent per 
annum to prevent deductions which 
are not likely to be approved. At the 


end of the war the residual value of 
the additional facilities to be adjusted. 

4. Receipts of income which have 
been accruing over a period of years 
and which contain no element of war 
profits, such as fees and commissions 
of executors and trustees. 

5. After deducting 1, 2, 3, and 4 
impose a tax of 90 per cent on the bal- 
ance. 


The shock of a change in admin- 
istration in 1933 was so great that 
little attention was given to our Re- 
port to the President. The Com- 
mission faded out. I released to the 
Treasury a large part of our appro- 
priation. 

On March 21, 1939 the Bone bill, 
signed by fifty senators (but accord- 
ing to newspaper reports read by 
only a few of them), was introduced 
in the Senate and similar bills have 
been introduced in the House of 
Representatives. The Bone bill is 
entitled “A bill to tax the profits out 
of war by steeply graduated income 
and other taxes in order to provide 
for effective national defense, to 
promote peace, to encourage actual 
neutrality, to discourage war profit- 
eering, to distribute the burdens of 
war, to keep democracy alive, and 
for other purposes.” 

There follow 183 pages of text of 
a tax law which would be wholly im- 
practicable. It provides, in the case 


of an individual, for a normal tax 
of 6 per cent and a graduated surtax 
with a maximum rate of 93 per cent 
upon surtax net incomes in excess of 
$20,000. The corporation tax rate 
is based upon the adjusted declared 
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value of the corporation’s capital 
stock as at the close of the preced- 
ing income-tax taxable year and pro- 
vides for a tax of 100 per cent on all 
income in excess of 6 per cent of the 
adjusted declared value. The maxi- 
mum of the adjusted declared value 
is to be determined as provided in 
Section 701 of the Revenue Act of 
1934 (the capital stock tax) with a 
further provision that, if the Com- 
missioner shall determine that the 
maximum adjusted declared value is 
excessive, he may “appraise” the 
value of the capital stock. The war 
and excess profits tax during the 
World War period was a bonanza 
for accountants. The foregoing 
would be a super-bonanza. 





Old Accounting Books 


During the early years of my ac- 
counting experiences, I heard from 
time to time of the early books on 
bookkeeping. A friend of mine in 
Denver, John Geijsbeek, had ac- 
quired a copy of the first book on 
double entry bookkeeping published 
in 1494. I was interested, and be- 
came more so when I heard of later 
books. 

Before the war I seemed to be 
about the only serious collector of 
old books on bookkeeping. I circu- 
larized the world and gradually ac- 
quired a really fine collection. Inthe 
course of time, I found myself on 
the mailing list of some hundreds of 
secondhand book sellers scattered 


over most of Europe. There are 
very few worth while dealers in the 
United States, compared with Eng- 
land. I suppose I average about one 
purchase a week. 

In the early days I found many 
bargains. One of the best books in 
the collection I bought for $1. The 
most difficult acquisitions have been 
actual books of account. Of these, 
of course there are no duplicates. 

The library of the Institute of 
Chartered Accountants in London is 
the finest of its kind in the world. I 
knew that it had acquired many 
duplicates of the early editions of 
books on bookkeeping. I craved 
those duplicates and finally got 
them. It required several special 
trips to London, and I would have 
had no chance at all if it had not been 
for the good offices of Francis 
Pixley, Chairman of the Institute’s 
Library Committee and a member 
of the firm which represented us in 
England. It was arranged that the 
duplicates should be offered first to 
the Scottish Societies and I could 
purchase at a very reasonable price 
any not taken. My controlling argu- 
ment was that I would give them to 
Columbia University where they 
would be available at all times to 
interested students. 

Looking for old accounting books 
in Paris was more difficult than in 
London. There were few to be had 
and the dealers were more indiffer- 
ent. I did find a few of value. 


In Rome the difficulties increased. 
I spoke no Italian, which prevented 























74 


L. R. B. & M. Journal 





me, I am sure, from obtaining books 
of importance. Several Italian 
book sellers have thousands of un- 
classified books in their storerooms. 
An intelligent search might produce 
some treasures. I tried to interest 
them but without success. 


THE MontTGOMERY LIBRARY AT 
CoLUMBIA UNIVERSITY 


Soon the books took up a lot of 
room in my house library. Many of 
them were in poor condition and 
needed repairing and rebinding. 
Then came the war and high taxes. 
At the right time, in 1926, I decided 
to give the books to Columbia Uni- 
versity where they would be avail- 
able to everyone interested and 
where they would be well cared for. 
Every year we add to the collection. 
I sought old accounting records as 
well as books and with surprising 
success. One of my first acquisi- 
tions was the account book of a 
slaveship. It contained detailed 
records of all receipts and payments. 
Other records of more historical im- 
portance have been acquired. Ex- 
penditures of kings and queens and 
nations. Records of business enter- 
prises in every century commencing 
with the fifteenth. 

I wish someone looking for a 
hobby would make a study of old 
account books, and write a book 
about the entries. It may not be 
feasible; on the other hand it may. 
One must read some of the old 


records to catch the romance they 
contain. The items are so entirely 
different from those in our daily 
lives that we catch a glimpse of past 
centuries quite different from what 
we find in the histories. In that 
sense “figures do not lie.” We may 
find in Pepys diary that during a 
certain year he received and dis~ 
bursed so much money, but his cash 
book may disclose a different story. 

The collection is now so represent- 
ative of business finance running 
over these past centuries that re- 
search scholars are finding increas- 
ing use of the library. 





Hobbies 


In conclusion I would like to add 
a few words about hobbies. Hob- 
bies are an essential part of the life 
of a business or professional man. 
They will add years to one’s life. 
A hobby which takes one out of 
doors, if taken on cheerfully at any 
time before fifty, will add at least 
ten years. 

The interest I have found in col- 
lecting conifers at my home in Green- 
wich, Connecticut, and in gathering 
hundreds of varieties of palms 
at my winter home near Miami, 
Florida, and particularly my interest 
in the organization and development 
of the Fairchild Tropical Garden in 
Florida are the supreme interest of 
my life at this writing. 
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Tributes to Robert H. Montgomery 


From His FELLow FounpDeErs 


I have just strolled through my 
woods at twilight. It was all very 
peaceful and beautiful. The dog- 
woods are in their glory, wild apple 
trees are in blossom, here and there 
are beds of ferns, and everywhere 
are wild flowers that abound along 
the wood roads and in the shady 
depths—violets, trilliums, lilies of 
the valley—and many others whose 
names I do not even know. 

Wandering along these paths I 
could understand Robert’s enjoy- 
ment of his home in Florida, because 
if one loves trees and flowers and all 
beautiful growing things, outdoor 
life, whether in Connecticut or 
Florida, appeals to the nature lover. 

A feature of that outdoor life of 
especial interest to him is that splen- 
did project, the Fairchild Tropical 
Garden, sponsored by Robert, but 
dedicated at his request to that lov- 
able gentleman, David Fairchild, dis- 
tinguished as a botanist and agricul- 
tural explorer. It will be a fitting 
sequel, when the Montgomery Li- 
brary is built, to thus link together 
the names of those two friends who 
are devoting themselves to the en- 
richment of the Garden. We were 
all happy to add a little to its progress 
toward that goal set by its founders 
—a garden which will appeal to all 
by its beauty and its interest as a 
botanical laboratory. 


After fifty years it is interesting 
to look back and try to recall what 
one’s aims and expectations were at 
that time, but however much we may 
have hoped for in our profession, I 
am sure we could not possibly have 
foreseen the great development that 
has taken place in the public account- 
ing field. It has been Robert’s good 
fortune to have taken an active part 
in that development. He has de- 
voted himself with energy and with 
optimism to the task of translating 
his ideals into actualities. They 
have been great years for him— 
years crowded with achievements. 
I do not need to record them here— 
we all know what they are. 

Our friendship during these fifty 
years has been a joy to me. One 
could ask for no greater treasure 
than the friendship that has existed 
during all that time between Robert, 
Edward and myself. 

May the years to come for Robert 
bring him increased happiness and 
continued success in those activities 
in which he delights. 

WIL.1AM M. Lysranp. 





It is a great pleasure to me to have 
a part in celebrating Robert’s Gold- 
en Anniversary in accountancy and 
to express my feeling of pride in his 
achievements. I esteem it a privi- 
lege to have been so closely asso- 
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ciated with him during this entire 
period, but above all else I prize the 
warm friendship which has existed 
since the days of our apprenticeship. 

Those who knew him at the 
beginning of his career could not 
fail to be impressed with his deter- 
mination to prepare himself ade- 
quately for his life work. The love 
for his calling was early manifested 
by the support he gave to the estab- 
lishment of classes for the training 
of others who were engaged in, or 
hoped to be engaged in, public ac- 
counting, and also to the inaugura- 
tion of courses in accounting in the 
colleges. His contribution to ac- 
countancy education through his 
teaching and writings has been of 
infinite value. 


He was interested in the develop- 
ment of the profession in its pioneer 
days, and his interest has increased 
throughout the years. Not only in 
this country, but abroad, his serv- 
ices to the profession have received 
wide recognition. 

In addition to all this, he has been 
ready at all times to serve the nation 
when required, and to initiate and 
support community and _philan- 
thropic enterprises. 

To those of us who shared his 
friendship in the early days, as well 
as some of his trials, it is a matter of 
supreme gratification that mutual 
esteem and affection have deepened 
and strengthened with the passing of 
the years. 


T. Epwarp Ross. 


























The Montgomery Fiftieth Anniversary Dinner 





The Montgomery Fiftieth 


Anniversary Dinner 


By WALTER A. STAUB 


No event in the history of our 
firm has been more stirring, or 
brought more pleasure to all the par- 
ticipants, than did the testimonial 
dinner given to Colonel Montgomery 
at the Waldorf-Astoria Hotel on 
Saturday evening, May 6, 1939, to 
celebrate the Fiftieth Anniversary 
of his entry into the accountancy pro- 
fession. Although the fifty years 
of practice were actually completed 
on February 4, 1939, the celebration 
was, perforce, postponed until after 
the conclusion of the busy Winter 
season. All his life, Colonel Mont- 
gomery has been accommodating 
himself to the necessities of the 
firm’s practice and this may be re- 
garded as simply one more instance 
in point. 

Little need be said about the culi- 
nary part of the dinner. It had been 
planned and served under the per- 
sonal direction of the famous Oscar, 
who has impressed his personality 
upon the Waldorf-Astoria these 
many decades and who might well 
be considered an honorary member 
of the accounting fraternity because 
of the many years that accountants 
and accounting organizations have 
been the objects of his solicitous and 
skillful attentions. 

After coffee had been served, Mr. 
Lybrand took up his duties as toast- 


master. This he did with that 
inimitable charm, skill and kindli- 
ness for which he is known through- 
out the L. R. B. & M. organization. 
With his first words of greeting and 
introduction of the informal pro- 
gram of the evening, he had every- 
one of those present en rapport with 
him. Those present included mem- 
bers of the firm; managers of out- 
of-town offices ; members of the staff 
of the New York office, and a num- 
ber of members of the staff at other 
offices who had been attending the 
firm meeting on the previous two 
days ; as well as the wives of many of 
those present. The company in all 
numbered something over four hun- 
dred ladies and gentlemen. 

Mr. Lybrand first read a con- 
siderable number of telegrams and 
letters which had been received from 
those who were much interested in 
the celebration of Colonel Mont- 
gomery’s Golden Anniversary of his 
entrance into the profession of ac- 
countancy. Some were from mem- 
bers of the L. R. B. & M. organiza- 
tion who, because of the pressure of 
business engagements, could not be 
present, others were from old-time 
clients, still others were from mem- 
bers of the Colonel’s family and per- 
sonal friends. 

From his son, Arthur, who was 
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in the West, and from his daughter 
came telegrams of congratulation 
on, and of pride in, their father’s 
notable achievements and good 
wishes for many more happy and 
successful years ahead. A few of 
the other telegrams, which may be 
regarded as typical, are as follows: 

From Mr. Walter B. Gibson, the 
only partner in America who was un- 
able to attend the dinner, because of 
being detained in Los Angeles by a 
pressing firm engagement : 

It gripes me no end that I have to miss 
your Anniversary Dinner. God only 
knows if there will be another occasion 
when your partners have as good a 
chance as tonight to see you embarrassed 


and at a loss for the right word. At that 
it is only a long shot. 


From James O. Wynn, one of the 
Colonel’s law partners, and Clifford 
H. Domke and Harold Blattmachr 
of his law office, who were detained 
in Washington: 


We cannot fully express in this mes- 
sage our disappointment in not being able 
to be in New York tonight in order to 
participate in the celebration of your 
fiftieth anniversary in the accountancy 
profession. We send you however our 
very sincere congratulations. We hope 
on the celebration of your fiftieth anni- 
versary in the legal profession some of 
the accountants are engaged on broker- 
age audits ! 


From Mr. R. M. Owen, one of 
the earliest and warmest friends the 
firm has ever had: 

As one of your firm’s oldest New York 


clients may I offer them and you my 
heartiest congratulations on this 50th 


anniversary, 38 years of which it has 
been my good fortune to enjoy the bene- 
fit of your friendship and guidance. 


From Mr. John W. Thomas, 
President of The Firestone Tire & 
Rubber Company, a client outstand- 
ing in its field and one which our 
firm is proud to serve: 


My associates join me in sending you 
congratulations for the long years of 
service and achievement in your field and 
we all wish you many more years of serv- 
ice and hope that you will enjoy good 
health and keep happy. 


From Mr. Julius Forstmann, a 
client for more than twenty years, 
and one of America’s outstanding 
business men: 


I want to extend to you my sincerest 
and heartiest congratulations on your 
completion of fifty years’ distinguished 
service in the accounting profession. 
During a great part of that time it has 
been my pleasure and my advantage to 
number you among my closest and most 
trusted advisers. I hope sincerely that I 
personally as well as my family and my 
companies will continue for many years 
in the future to have your valued coun- 
sel and assistance. I also hope that to- 
night’s celebration in the circle of your 
many friends will be a most successful 
and happy one. 


Mr. Curt Forstmann, a son of Mr. 
Julius Forstmann and active in the 
conduct of the Forstmann business, 
likewise telegraphed his congratula- 
tions and good wishes. 

It was but natural that Mr. Ly- 
brand should call upon Mr. Joseph 
M. Pugh as the first speaker. Mr. 
Pugh has himself completed not far 
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from fifty years of practice, has been 
a lifetime friend of the founders, 
and was the first partner to be ad- 
mitted by them to the firm a few 
years after its founding. Mr. Pugh 
was in his usual happy mood and 
regaled the audience with a number 
of reminiscences of those early days 
when he and Colonel Montgomery, 
while still in the office of Mr. John 
Heins in Philadelphia, were on en- 
gagements together or otherwise 
shared the experiences of comrade- 
ship both in and out of the office. 

Mr. Homer N. Sweet spoke as 
follows in presenting to the Colonel 
a Queen Anne silver coffee pot which 
was engraved with an inscription to 
commemorate this Fiftieth Anni- 
versary celebration : 


My duty this evening is not to repre- 
sent Boston or New England but Lon- 
don and Paris. It is indeed unfortunate 
that Mr. Victor Norris, who had expec- 
ted to come over from London, found it 
impossible at the last moment to make 
the trip. You would have enjoyed hear- 
ing him. 

Colonel Montgomery, your many 
friends in Europe as in this country ad- 
mire you for your candor and your un- 
failing sense of humor. If I may be 
quite frank in speaking of another trait, 
your sense of time is the despair of all. 
A job begun today, no matter how diffi- 
cult it is, you insist must be finished to- 
morrow. After fifty years, for all your 
hard work, we behold you now as young 
in appearance as any of us. And we 
know that as the future years pass by 
you will continue to irradiate that youth- 
ful spirit which has always been so char- 
acteristic of you. 

This gift which I hand you comes 
from your associates in the London and 





Paris offices, as a token of the deep affec- 
tion they hold for you. 


At this point it is appropriate to 
mention the letter from Mr. Norris 
to Colonel Montgomery, which Mr. 
Lybrand read, and which contains a 
bit of that subtle British humor for 
which Mr. Norris is well known 
among the L. R. B. & M. partners: 


3, St. James’s Square 
London, S. W. 1 
28 April, 1939. 
Dear Colonel Montgomery: 

I expect you have an awful lot of cor- 
respondence to read just now but I would 
like to offer my personal congratulations 
on the event now being celebrated and 
for once in a way to say “thank you” for 
my share of the opportunity which you 
have helped to create. 

Mrs. Norris maintains a complete 
skepticism on the authenticity of the occa- 
sion but all the same joins me in the 
warm congratulations offered. 


Yours most sincerely, 
V. L. Norris. 


From three thousand miles to the 
East of New York the scene changed 
to an equal distance to the West, as 
Mr. Keast addressed the following 
heartfelt words to Colonel Mont- 
gomery and the gathering: 


I bring from the Pacific Coast offices 
greetings and hearty congratulations to 
Colonel Montgomery upon the 50th anni- 
versary of his entry into the accounting 
profession. Personally, I bring a heart 
full of love and affection, a most wor- 
shipful admiration and a great respect. 
Seventeen years ago, I was one of 
Colonel Montgomery’s assistants on the 
United States Shipping Board engage- 
ment. That was a great engagement, 
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and it was handled by a great man. Boys 
and girls, I give you an old Irish toast 
to Colonel Montgomery, “May his 
shadow never grow less!” 


Mr. Lybrand next called upon Mr. 
Carl T. Keller, who has made a 
warm place for himself in the affec- 
tions of the L. R. B. & M. organiza- 
tion during the almost quarter cen- 
tury he has been part of it. His mes- 
sage to those present was as follows: 


I was terribly nervous the first time 
that I ever had to talk in public: since 
then I have been nervous for fear I 
wouldn’t get a chance! Voluminous 
oratory is one of my strong points. I 
feel that there is no need of my being 
worried; it is the hearers who suffer, 
not I! 

Tonight I am particularly anxious to 
have my say because I have known our 
Colonel for a very long time, about 35 
years, and the beginning of our relations 
was unusual. 

About 1904 Mrs. Keller and I were in 
the Maine woods some thirty miles from 
the railroad. We were the only “sports” 
in the camp. One day we were told that 
the next day three New Yorkers were 
coming in. We notified the owner of 
the camp that of course we would leave 
the next day, as Bostonians could not 
possibly consent to remain in camp with 
New Yorkers! 

The three New York “sports” came 
in the persons of our Colonel, Robert M. 
McBride and one Johnson. We did not 
go out. On the contrary you could not 
have dragged us away and we nearly 
laughed our heads off. I have never been 
with three men who were more amusing 
or more replete with the joy of living. 

The Colonel finally awoke to the fact 
that they had come in to shoot deer, so 
the next morning off they started. After 
one night out they returned with the 
poor victim. It seems that they had seen 





a young buck standing unsuspectingly (I 
believe it was deaf and blind!) and all 
had fired, including the guide. There 
was one hole in the animal! The three 
“sports” promptly decided that no matter 
who shot the deer it wasn’t the guide. 
They then drew lots for the deer and 
Johnson won, but somehow or another, 
as was to be expected, our Colonel bobbed 
up with the head. This I understand is 
now at his place in Florida, probably 
sadly moth-eaten! As far as I know, 
this one expedition satisfied our hero that 
he was not intended to be a woodsman. 

In Colonel Montgomery’s memory 
book he makes some scurrilous remarks 
about my being unable to count horses. 
That was one of the first jobs on which 
he put me after I joined the firm in Janu- 
ary, 1915. These horses were being 
bought by a sporting gentleman who 
knew all about horses but who was 
very sketchy as to bookkeeping methods, 
and even the Colonel found, before we 
finished with the job, that it was a tough 
one, and, I’ll admit, far beyond my tech- 
nical abilities. We had several very good 
roaring matches at each other on contro- 
versial points; these roars hurt neither 
one of us and left each of us with a feel- 
ing of personal satisfaction ! 

You have doubtless all noticed the mar- 
velous patine on his face. This is not 
due, as you may suspect, to blushes caused 
by the many complimentary things which 
have been said about him, but to his 
activities in “palming” in Florida. 
Doubtless he gets his exercise and tan 
largely through climbing coconut palms 
for coconuts, toddy palms for toddy, 
sugar palms (if there are any) for sweet- 
ening therefor, and sago palms in order 
to make that horror called “apple sago.” 

And palms lead us to the Fairchild 
Tropical Garden which Colonel Mont- 
gomery founded and has developed. Long 
after his technical books have been rele- 
gated to that limbo where they belong (I 
have never been able to discover in his 
publications any evidence of plot or love 
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interest) the Fairchild Tropical Garden 
will be to the people of the United States 
a blessing, the full extent of which only 
future generations will realize. It is a 
wonderful monument to his energy, fore- 
sight and public-spiritedness. However, 
it is a burden which he should not be ex- 
pected to carry alone; all who are inter- 
ested in him and his efforts should give 
him their encouragement and help. 

This small antique Chinese-lacquer 
casket, a thought of Mrs. Keller’s, con- 
tains not only our affections but also many 
packs of playing cards to be used for— 
he knows what! 


Mr. Keller also presented to the 
Colonel a bronze plaque, made by a 
distinguished sculptor, Theodore 
Spicer Simpson, of Paris, as an ex- 
pression of the latter’s appreciation 
of Colonel Montgomery’s initiative 
and services in bringing about the 
creation of the Fairchild Tropical 
Garden. 

Another section of the country 
was then heard from in the person 
of Major Albert G. Moss, one of 
our partners in Texas, and one to 
whom Colonel Montgomery refers 
as his favorite assistant in recording 
his World War activities in his book 
of reminiscences. The Major spoke 
as follows: 


The year 1914 was a memorable one 
in my life. First, because the World 
War began in the summer of that year 
and second, because I met a truly great 
man in September of that year. 

The firm of Peter & Moss had begun 
to sense the march and expansion of big 
business and we realized that our future 
progress would be limited unless we be- 
came identified with one of the so-called 
national accounting firms. 





Although we had had no previous con- 
nection with L. R. B. & M., the character 
of the firm was well known to us through 
the activities and writings of Colonel 
Montgomery, and we had no difficulty in 
deciding that we would like to be asso- 
ciated with the firm. 

So we wrote to Colonel Montgomery, 
telling him of our wishes, and in due 
course arranged to talk with him at the 
forthcoming annual meeting of the 
American Association of Public Account- 
ants. 

I came on to Washington in September, 
1914, and met Colonel Montgomery and 
Mr. Ross. After a very brief discus- 
sion, an agreement was reached whereby 
my firm became agents in Texas for L. R. 
B. & M. 

That meeting occurred substantially 
twenty-five years ago, so that I am proud 
to be able to say that I have known the 
Colonel for one-half of the fifty years he 
has spent in the accountancy profession. 

My first impression of Colonel Mont- 
gomery has held to this day. I recognized 
in him then, and I recognize in him now, 
a man of great driving force, great per- 
sonality, and, most important, great char- 
acter. 

Later, in 1918, in Washington during 
the war, I came to know the Colonel inti- 
mately and really learned the meaning 
of the term, “human dynamo.” 

When a man spends his days on prob- 
lems of vital concern, not only to the 
Army and Navy, but to the country as a 
whole, plays bridge after dinner for re- 
laxation, works on the text of an income 
tax procedure book until after midnight, 
and then plays handball at 7 in the 
morning, I think the term, “human 
dynamo,” properly describes the Colonel 
in 1918. 

In my opinion, no individual has so 
vitally influenced for good the account- 
ancy profession as has Colonel Mont- 
gomery, and I deem it a great honor and 
privilege to have known him personally 
for so long a time. 
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To you, Colonel, on behalf of all those 
connected with the Texas offices, I extend 
greetings, best wishes and our sincere 
affection. 


The next speaker was Mr. J. Mar- 
vin Haynes of Washington, D. C., 
whose relations have been so close 
with the Colonel through most of the 
many years during which he has 
been so deeply interested in the sub- 
ject of taxation and through his 
books, addresses and other activities 
in that field has done so much for 
both our firm and the accountancy 
profession at large. Mr. Haynes’ 
words were as follows: 


Twenty years ago this month I became 
associated with Colonel Montgomery. I 
mentioned this fact the other night at the 
annual firm meeting and one of the men 
in the Tax Department said to me that 
Colonel Montgomery in his book “Fifty 
Years Of Accountancy” says that “you 
have been a tower of strength” to him. 
Whether such a statement is made in the 
book I do not know, as I have had oppor- 
tunity to read only the preface. In any 
event, this particular tax man in the New 
York office wanted to know how it had 
been possible for me to fool Colonel 
Montgomery for twenty years, because 
some time ago an individual was em- 
ployed in the Tax Department, and at 
the time of his employment it was said 
that he would be a tower of strength, but 
he lasted for less than a week. 

I told this individual that when Colonel 
Montgomery gave me a problem to solve 
I always discussed it with the various 
members of the staff and then took the 
answer in to the Colonel. Sometimes I 
did not get the right answer, and then I 
would say to the Colonel, let me think it 
over a while longer. I would then have 
some further discussions with the staff, 
and in most every instance I always got 


a solution to the problem. In this way I 
have been able to hold on for twenty 
years. 

Seriously, I want to say that my twenty 
years of association with Colonel Mont- 
gomery have been a great pleasure. I 
am sure that I know his heart. It is as 
big as the world itself. I can assure you 
that I do not know his mind, and I never 
will. There have been times, but not 
many, when he has made a decision that 
I thought was wrong, but time has always 
shown he was right. With me, it has 
always been, “the king can do no wrong.” 


In the absence of James O. Wynn, 
who has been so closely associated 
with Colonel Montgomery in his law 
work, Mr. George G. Blattmachr 
made the following remarks upon 
presenting to the Colonel on behalf 
of the Uptown Office a silver humi- 
dor which had etched upon it a hunt- 
ing scene done by George Le Vind, 
a famous engraver: 


This is Colonel Montgomery’s fiftieth 
anniversary as an accountant, but the 
Uptown Office does not want it to be 
overlooked that he is also a lawyer. That 
is important to us since otherwise we 
wouldn’t be here. Of course, Colonel 
Montgomery became an accountant first 
but we attribute that to an error of his 
youth, which he later rectified. 

We, in the Uptown Office, have been 
very fortunate in having the privilege of 
a close association with Colonel Mont- 
gomery for a great many years. It is 
therefore with much pleasure that I pre- 
sent to you, Colonel Montgomery, this 
token of our affection and esteem. 


Since Colonel Montgomery was 
the member of the firm who first lo- 
cated in New York and who laid the 
foundations for the building of the 
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staff of that office, he has always 
been looked on as a kind of patron 
saint of that office. It was therefore 
with especial pleasure that Mr. 
Donald G. Colquhoun, on behalf of 
the organization at the New York 
office, presented to the Colonel an 
antique sundial of unusual artistic 
charm, which he did in the following 
fitting words: 


The sentiments of the members of New 
York L. R. B. & M. organization have 
been expressed so eloquently by those 
who have already spoken that we can 
only add, we are proud to be associated 
in some measure with a man whose 
achievements in the profession of ac- 
countancy are paramount. Colonel 
Montgomery, we are grateful for this 
opportunity to present to you this ex- 
pression of our esteem. 

Weare advised that the stone pedestal, 
which is of Georgian design, was found 
during the middle of the eighteenth cen- 
tury in a garden in Surrey, England, and 
that the bronze dial, though found in 
this country, is of a declination indicat- 
ing that it was made to tell time in that 
vicinity of England. 

The sun dial in the garden of the home 
of George Washington, at Mount Ver- 
non, bears an inscription, “I record none 
but sunny hours.” We hope this dial 
will record many such hours for you. 


The bronze sundial bears the date 
of 1673 and has engraved on it the 
words, Tyme Tryeth Trothe. 


During the week preceding the 


anniversary dinner there had been 
distributed among the partners and 
the members of the staff at the firm’s 
various offices copies of a book em- 
bodying Colonel Montgomery’s 
reminiscences of “Fifty Years of 





Accountancy.” It may be men- 
tioned incidentally that the substance 
of these reminiscences will be made 
available to clients and friends of 
the firm through publication in the 
L. R. B. & M. Journat. Unbe- 
known to Colonel Montgomery the 
members of the firm had had a copy 
of his book of reminiscences bound 
in fine morocco leather. Mr. Staub 
had the pleasure of presenting this 
book to the Colonel, which, after a 
few introductory remarks, he did in 
the following words: 


As we have been coming toward this 
celebration, and I have been reviewing 
our firm’s history, it has seemed to me 
that the fact that three of the four 
founders should have completed fifty 
years of practice in their profession is in 
itself most remarkable. When we add 
thereto the practice of over forty years 
by Adam Ross—whose memory still lives 
in our esteem and affection—we have the 
equivalent of almost two centuries of 
life and service devoted to the profes- 
sion of public accountancy, to the found- 
ing of the firm of Lybrand, Ross Bros. & 
Montgomery and to the preparation and 
training which preceded that undertak- 
ing, to the establishment of the firm’s 
practice and the development of the 
organization needed to permit of effec- 
tive service to our clients. 

Their activities were not merely for 
theif own ends, for all of us who have 
had the privilege of association with 
them over the years realize how much we 
owe them and how they were just as 
much interested in our welfare and prog- 
ress as in their own. 

May I express a personal word of ap- 
preciation for all that Colonel Mont- 
gomery has meant to me through our al- 
most forty years of association. He 
has been a never-ending inspiration to 
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me by his keenness of mind, power of 
analysis, penetration to the right result, 
and outstanding qualities of leadership. 
Also he has been at times a cause of 
despair! How often he had ready the 
answer and the wise suggestion for a 
course of action when others of us felt 
baffled and were uncertain just what 
should be done. 

I am glad for this book of his remi- 
niscences of Fifty Years in Accountancy 
—a record in his own inimitable style of 
that astounding multiplicity of activities 
which have comprised his rich, produc- 
tive and successful life. 

I count it a great privilege to present 
this volume to Colonel Montgomery on 
behalf of his partners. The content is 
his, it speaks of him, and as we read it 
we rejoice in his many accomplishments 
and in the many tributes that have been 
paid to him over the years. How grati- 
fying that he should know during his 
lifetime of the appreciation of the pro- 
fession and the business world for his 
manifold services ! 

The beautiful binding of the book sym- 
bolizes another side of the Colonel’s char- 
acter, and that is his charm of personal- 
ity. How much over the years has the 
contact with him charmed me and en- 
riched my own life. When he is one of 
a group, he is in the finest sense “the life 
of the party.” 

And then the autographs of his part- 
ners which will be preserved in this book 
will be to him a visible symbol of that 
undying devotion to him and that affec- 
tion which he knows we all have for 
him and will have as long as life lasts. 

Robert, words fail me to tell you ade- 
quately how much pleasure it gives me 
to present to you on behalf of all our part- 
ners—from coast to coast and from the 
outposts in Europe—this de luxe volume 
of your reminiscences of Firry YEArs 
oF ACCOUNTANCY. 


It may be mentioned here that im- 


mediately after the dinner all the 
partners present inserted their auto- 
graphs in the book. Those of Mr. 
Gibson and the European partners 
will be inserted as opportunity per- 
mits. 

The climax came when Mr. Ly- 
brand called on Mr. T. Edward Ross 
as the concluding speaker and the 
one who had the most important mis- 
sion of the evening to carry out. 

In referring to Colonel Mont- 
gomery’s early days in the profes- 
sion, Mr. Ross said that in looking 
over the pay roll book of the late 
John Heins recently, he had discov- 
ered that in the month the Colonel’s 
name first appeared upon the roll the 
aggregate had increased more than 
$400 over the previous month. As 
he failed to mention any others who 
were added to the roll the inference 
was obvious. But he also noticed 
that nine names were struck from 
the roll in the same month, from 
which he drew the conclusion that 
the new office boy had taken over 
some additional duties, and so, at 
that early date, had acquired the 
habit of doing the work of nine men. 

Mr. Ross also said he had been 
asked to represent the partners of 
the firm in the presentation to 
Colonel Montgomery of a token of 
their love and affection. The speak- 
er drew upon his imagination in de- 
scribing the great difficulty experi- 
enced in deciding upon a suitable 
gift until a suggestion was made that 
as the intrinsic value of the gift could 
not bear any relation to the great 
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wealth of their esteem, a book would 
serve the purpose. This suggestion 
seemed satisfactory until it was dis- 
covered that Colonel Montgomery 
already possessed a book. However, 
as it was known that he was anxious 
to secure books for the Fairchild 
Tropical Garden, of which he was 
the founder, it was decided to add 
the book to this collection. 

When he first saw the book, Mr. 
Ross stated, he was greatly disap- 
pointed, as it was quite small and 
contained little reading matter, while 
most of the leaves were blank. As 
to the blank leaves, the speaker re- 
called that a magician had once asked 
him to take a plain playing card and 
put it in his wallet. The magician 
had then asked a lady in the audi- 
ence to select a name in ‘“Who’s 
Who” and then called for the play- 
ing card, which, when produced, was 
found to contain a record cor- 
responding with that in the selection 
from “Who’s Who.” It was sug- 
gested that if Colonel Montgomery 
would carry the little book for a time 
he might be able to read on those ap- 
parently blank leaves something 
corresponding with what is written 
in the hearts of his partners con- 
cerning their love and affection for 
him, and which it is so difficult to 
adequately express in words. Mr. 
Ross then read the entire story in the 
book as follows: “Central Hanover 
Trust Company in account with 
Fairchild Tropical Garden, May 1, 
1939 $10,000.” The thought behind 
the gift was that it might provide for 


the library and museum building for 
the Garden which Colonel and Mrs. 
Montgomery had desired. 

Mr. Ross supplemented his re- 
marks with the reading of the fol- 
lowing letter which Doctor David 
Fairchild had written Colonel Mont- 
gomery in time to reach him just 
before the testimonial dinner : 


May 3, 1939. 
Dear Bob: 

Fifty years ago in July I entered the 
Department of Agriculture in Washing- 
ton and in February you entered your 
profession. 

Who would have guessed that these 
two boys of 1889 would meet under the 
palms of Florida after half a century? 

In my book, “The World Was My 
Garden,” on page 113 you will find an 
account of how a certain one eyed man 
named Pennywit (who was an account- 
ant in the disbursing office of the then 
small Department of Agriculture) check- 
mated us in our attempt to acquire a little 
speck of land for an introduction gar- 
den in South Florida. 

This land was the first that the De- 
partment had ever attempted to acquire 
for that purpose, and Pennywit “discov- 
ered” that either as a gift or a purchase 
it was against the law for the Depart- 
ment to take charge of it,—own it. 

Is there not something fitting in the 
thought that you, the great expert ac- 
countant, have come to Florida and by 
your generosity and industry have tried 
to make up for the stupidity of Penny- 
wit? 

Affectionate congratulations from both 
Mrs. Fairchild and myself on this great 
evening of your life. 

As always yours, 
Davin FArIRcHILD 
The Kampong 
4013 Douglas Road 
Coconut Grove, Fla. 
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To Robert H. Montgomery on the occa- 
sion of his 50th anniversary of entrance 
into the accounting profession. 


Colonel Montgomery was over- 
come with emotion as he endeavored 
to express his appreciation of the 
gifts and the many kind expressions 
of the speakers of the evening, and 
especially of the gift which Mr. Ross 
had presented on behalf of the mem- 
bers of the firm. The creation and 
development of the Fairchild Tropi- 
cal Garden are the project which, 
outside his profession, the Colonel 
has taken most closely to his heart 
in these recent years and it is fully 
shared with him by Mrs. Montgom- 
ery. The building of a library and 
museum building should aid in the 
establishment of the Garden as a 
permanent institution, and it is there- 
fore readily to be understood why 
this gift should have affected him 
as none of us have ever before seen 
him touched at a public meeting. 

In conclusion, it may not be amiss 
to add a letter which Mr. Lybrand 
received shortly after the dinner : 


May 15th, 1939 
Dear Mr. Lybrand: 


I have waited for a quiet moment in 
which to tell you how important I feel 
your recent act in giving the cheque book 
to Bob really is. 

Had I my “Familiar Quotations” here 
I would quote the Shakespearean saying 
“There is a time, etc.” but I would hate 
to mangle so wonderful a thought. It 
is however in my mind now for as I see 
it the Library and Museum building take 
the tide at its ebb and should lead us on 








to the making of something here in 
which we shall be proud during the de- 
clining years of our own lives and be 
respected by the youth of today when 
they reach womanhood and manhood and 
come to appreciate the true lure of the 
palms. 

I once used to think that people should 
not put so much emphasis upon the 
buildings which decorate the campuses 
of our universities but pay more atten- 
tion to the plantings and the specimens 
in the buildings. I have learned that 
architecture captivates where trees do 
not and our members will hold up their 
heads when they see that we have a 
building, as they could not before. 

The evidence is I think overwhelming 
to show that this region here is the proper 
place for the Garden and if we can cap- 
tivate the interest of the people who 
have chosen to spend their last days here 
we should be able to create something as 
substantial and useful as is the great 
Arnold Arboretum which has so won- 
derfully led the horticulture of the North 
Eastern States. 

Through this gift to your old friend 
Bob you have started us all along the 
ambitious path which he has so cour- 
ageously taken, for nowadays it requires 
courage to plunge into such a compli- 
cated situation as is here presented, and 
with the nervous energy of a terrier 
shake things into shape. 

Let me plead to you as his “elder 
brother” to encourage him to take the 
necessary rest and recreation and to 
lengthen his stays here substantially, that 
he may help perfect something in its own 
way as great and useful for the people 
of America as has been the institution 
with which fifty years of his activities 
have been associated. 

Please give my very sincerest thanks 
to Mr. Ross and to the other members of 
the firm who have had part in this gift 


(Concluded on page 88) 
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The purpose of this journal is to communicate to every member of the staff and 
office plans and accomplishments of the firm; to provide a medium for the 
exchange of suggestions and ideas for improvement; to encourage and main- 
tain a proper spirit of cooperation and interest, and to help in the solution 


of common problems. 
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Stockbrokers Accounts 


The New York Stock Exchange 
has made a further advance in its 
regulation of its members by requir- 
ing that all member firms doing any 
security business with others than 
members or member firms shall have 
examinations made of their accounts 
by independent public accountants 
at least once each year. 

The scope of the examination shall 


be at least such as to substantiate the 
stated assets and liabilities of mem- 
ber firms as of the date selected by 
the Committee on Member Firms, 
and to enable the accountant to ex- 
press an opinion as to the stated 
financial condition of the member 
firm at that date. 

This action may well be looked 
on as one of the most important in 
recent years and is another step in 
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the expansion of the service ren- 
dered by the accounting profession 
to the financial world. It imposes 
also a responsibility upon the ac- 
counting profession which we are 
convinced it will do its utmost to 
meet satisfactorily. 





Samuel W. Reyburn 


On May 16, Mr. Reyburn was the 
guest of honor at a delightful dinner 
and evening of reminiscences, at the 
Plaza Hotel, under the auspices of 
the directors of the Associated Dry 
Goods Corporation, which was at- 
tended by about two hundred mer- 
chants, bankers, publishers, neigh- 
bors and long-time associates. Mr. 
Oswald Knauth, President of the 
Corporation, served as toastmaster. 

The dinner marked the completion 
of twenty-five years since Mr. Rey- 
burn was induced to leave a success- 
ful business and financial career in 
Little Rock, Ark., to come to New 
York to direct Lord & Taylor at a 
time of great financial stress and 
strain, and later to participate in 
bringing about the formation of the 
present Associated Dry Goods Cor- 
poration, of which he is the Chair- 
man of the Board of Directors, as a 
reorganization and merger of the 
predecessor companies. 

The November, 1923 issue of the 
L. R. B. & M. JourNAL contained 


an article which had originally ap- 
peared in a popular magazine and 
which set forth in interesting fash- 
ion a sketch of Mr. Reyburn’s early 
life, his rise in the business world, 
and something of his philosophy of 
life. 

Weare happy to have been among 
Mr. Reyburn’s close associates and 
friends throughout the quarter cen- 
tury during which he has been an 
outstanding figure in the business 
and financial world of New York. 
It was a real pleasure for Messrs. 
Lybrand, Staub and Bell, who at- 
tended the anniversary dinner, to ex- 
tend felicitations and best wishes for 
continuance of so notable a career. 
Colonel Montgomery had also ex- 
pected to attend the dinner but was 


unfortunately prevented by illness 
from doing so. 





Montgomery Anniversary 
Dinner 
(Continued from page 86) 
to the Garden which in his generosity 


Bob has insisted should be called after 
me and, 


believe me, affectionately yours, 
Davip FAIRCHILD. 


After the program already de- 
scribed had come to a close, the re- 
mainder of the evening was devoted 
to dancing and to that social chat and 
intercourse which true friends enjoy 
so much. 






































The 1939 Firm Meeting 





The 1939 Firm Meeting 


Inasmuch as the _ testimonial 
dinner to Colonel Montgomery on 
the occasion of the fiftieth anniver- 
sary of his entrance into the account- 
ancy profession was arranged for 
May 6, 1939, it seemed appropriate 
to advance the annual firm meeting 
from the customary Fall period to 
May 4 and 5, 1939. Approximately 
100 of the L. R. B. & M. organiza- 
tion gathered at the Westchester 
Country Club, Rye, N. Y., for a two 
day meeting, which many felt was 
one of the more successful of recent 
years. As usual, the social side of 
the sessions was most enjoyable, 
affording the men from the different 
offices an opportunity to renew their 
acquaintanceships and to iron out 
any kinks that had developed in the 
handling of interoffice engagements. 
A notable addition to the social life 
of the occasion was the presence of 
a number of the wives of the part- 
ners and out-of-town managers and 
supervisors, who had come to the 
New York area to see the World’s 
Fair in addition to attending the 
Montgomery dinner. It was a mat- 
ter of regret to the gentlemen that 
the nature of the meetings did not 
permit more individual attention to 
the entertainment of these charming 
ladies. 

The technical sessions were de- 
voted to a critical review of present 
auditing procedures, with a view to 





strengthening our practice based on 
the experiences of the several offices. 
The subjects covered were staff 
training, organization and business 
of client company, internal check, ac- 
counts receivable, inventories, plant 
additions and improvements, profit 
and loss and review of statements 
and working papers. Mr. Homer 
N. Sweet presided and brief papers 
on the various subjects were pre- 
sented by representatives of the dif- 
ferent offices. Every office was 
represented in this part of the pro- 
gram. A noteworthy feature of the 
meetings was the discussions which 
were stimulated by the chairman and 
which contributed much to the inter- 
est and profit of the occasion. 

About half of those present com- 
peted in the annual golf tournament 
for the L. R. B. & M. cup, which was 
won by Walter R. Staub (New 
York) with the low net score 72. 
Other prize winners, whose tangible 
reward was in the form of golf balls, 
were: 


S. B. Ives (Atlanta), Low gross. 

A. J. Starr (Cincinnati), Low 
gross, first nine. 

J. M. Haynes (Washington), 
Low gross, second nine. 

M. J. Gauger (Baltimore), Low 
net, first nine. 

G. R. Becker (Cincinnati), Low 
net, second nine (tie). 














90 L. R. B. & M. Journal 





R. S. Warner (St. Louis), Low 
net, second nine (tie). 

F. M. McHugh (Pittsburgh), 
Low gross on four par-three 
holes. 

W. H. Troyer (Philadelphia), 
Kickers handicap. 


The accomplishment for which A. 
R. Kassander was awarded a ping 
pong ball was shrouded in mystery 
but “Casey” says it’s all right with 
him as he also plays ping pong. 
The nongolfers (as well, perhaps, 
as some of the alleged players) felt 
that the effort devoted to the play 
was not in vain since it occasioned 
one of the looked for highlights of 
the firm meetings—the remarks of 
Mr. Prior Sinclair in distributing 


the tournament prizes. There was 
considerable support for the sugges- 
tion that at future meetings the time 
heretofore given to the formalities ~ 
of deciding the prize winners could 
better be devoted to an extension of 
the time allotted to Mr. Sinclair’s 
part in the proceedings. 

The weather committee func- 
tioned perfectly and the only 
casualty was the regrettable illness 
of Mr. Petering (Chicago) from 
which we are glad to report he has 
completely recovered. The Colonel’s 
fiftieth anniversary was marked by 
a firm meeting which will long stand 
out in the memories of those fortu- 
nate enough to have been present. 

G. R. B. 









































Mr. Ralph E. Petering of our 
Chicago office staff received the 
Elijah Watt Sells Foundation award 
for the highest grades obtained in 
the November 1938 examination of 
the American Institute of Account- 
ants. At the same examination he 
was granted the C. P. A. degree in 
Illinois and was awarded the Gold 
Medal of the Illinois Society of Cer- 
tified Public Accountants for the 
first honors in the Illinois examina- 
tion. The Elijah Watt Sells gold 
medal will be presented to Mr. Peter- 
ing at the annual meeting of the 
Institute in San Francisco in Sep- 
tember next. 

Mr. Petering graduated from the 
College of Commerce of the Uni- 
versity of Illinois in 1931 and has 
been in our Chicago office since that 
time with the exception of a period 
of one year when he served as comp- 
troller of a company in Louisville. 
We extend our cordial congratula- 
tions to Mr. Petering on his splendid 
accomplishment. 

It is a source of the greatest satis- 
faction to our firm that at two suc- 
cessive Illinois examinations at 
which the questions set by the 
American Institute of Accountants 
were used, members of the staff. of 
our firm should have received the 
highest awards. It will be recalled 
that at the May 1938 examinations 
Mr. J. Wesley Huss, Jr., a member 


N otes 


of the staff of our Rockford office, 
similarly won both the Elijah Watt 
Sells award of the Institute and the 
Gold Medal of the Illinois Society. 


The January 1939 issue of The 
Arbitration Journal contained a de- 
scription of the organization of the 
American Arbitration Association. 
In the following paragraph of the 
article Colonel Montgomery is 
named as one of the founders : 


The members of this Temporary 
Organization Committee and the early 
financial supporters of the new Associa- 
tion were virtually its founders; for 
without their help it must have failed. 
Such supporters were many, but out- 
standing among them were Jules S. 
Bache, Anson W. Burchard, Homer A. 
Dunn, Samuel Fels, Michael Friedsam, 
Moses H. Grossman, Robert H. Mont- 
gomery, James H. Post, John D. Rocke- 
feller, Jr., Julius Rosenwald, Charles M. 
Schwab, Franklin Simon and Felix M. 
Warburg. 


Mr. Gibson has been elected presi- 
dent of the Los Angeles Pension 
Commission. 


The March 1939 issue of the Ac- 
counting Forum, which is published 
by The Accounting Society of the 
School of Business and Civic Ad- 
ministration of the College of the 
City of New York, contained an 
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article by Mr. Staub on the subject 
“Improvement of Sales and Inven- 
tory Costing Methods.” 


At the February meeting of the 
Harrisburg (Pa.) Chapter of the 
National Association of Cost Ac- 
countants, Mr. Marsh discussed the 
subject of “Budgets.” 


The Governor of the State of 
Washington has appointed Mr. 
Griffith a member of the Board of 
Certified Public Accountants Ex- 
aminers of that state. 


Mr. Mohle has been elected presi- 
dent for the year 1939-40 of the 
Houston Chapter of the National 
Association of Cost Accountants. 


The N. A. C. A. Bulletin con- 
tained the following account of the 
April meeting of the Utica Chapter 
of the National Association of Cost 
Accountants : 


Our speaker was A. R. Kassander, 
C.P.A., associated with the firm of Ly- 
brand, Ross Bros. & Montgomery, New 


York City. His topic for discussion was 
“Installation of an Operating Budget for 
an Average Concern.” He illustrated 
his talk by citing his actual experience of 
installing an operating budget for a heat- 
ing equipment concern which operated 
many branch offices throughout the coun- 
try, and explained the various operations 
and methods used by the various depart- 
ments in working out the details of the 
budget before it was actually set up for 
use. Many questions were asked by those 
present showing that there is a growing 
tendency on the part of management 
toward planning their operations by 
means of budgets. Mr. Kassander has 
had a wide and varied experience, hav- 
ing served with The Pennsylvania Rail- 
road Co. and numerous manufacturing 
concerns before becoming associated 
with the present firm over ten years ago. 


Among those who have recently 
passed C. P. A. examinations are 
Messrs. B. L. Alley, M. C. Barstow, 
S. B. Heywood, F. H. Lee and M. 
C. Walker of our Boston staff, and 
Mr. Hal S. Wilson of our Chicago 
staff. 


Mr. George W. F. Pavelka of our 
New York staff is one of the Asso- 
ciate Directors of the Brooklyn 
Chapter of the National Association 
of Cost Accountants. 
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